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Time To Be Bold 


FEW pays after I had accept- 
A ed your generous invitation 
to give voice to some pressing 
thoughts at this Seventh Annual 
Insurance Day Luncheon, I learned 
with some dismay that I was to 
follow in the footsteps of such 
sparkling speakers as a learned 
New York editor and a brilliant 
dramatist from the glamorous pin- 
nacles of Hollywood, who spoke 
from this same rostrum in 1956 
and 1957. 

Neither the deep wisdom we 
usually associate with a scholarly 
editor, nor—much less—the scintil- 
lating artistry that marks the mak- 
er of theatrical masterpieces, are 


elements I have ever counted 
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among my own humble capacities. 
But if candidly facing, and real- 
istically facing-up-to, some hard 
facts which touch the destinies, not 
of the insurance companies alone, 
but equally of every business, every 
industry and every person in this 
land, are what you sought this 
year, then I take up my assignment 
unafraid. 

Homer, the storied Greek poet, 
many centuries before the birth of 
Christ, once wrote: 

“A decent boldness ever meets 
with friends.” 

That is what I want to talk about 








_ 


today—“a decent boldness.” A more 
fitting rostrum from which to dis- 
cuss that subject could not be 
found. San Francisco is not unfa- 
miliar with the cal] to courageous 
hearts, the challenge to meet and 
overcome disaster with confident 
boldness. This day 52 years ago, 
famed and fabled San Francisco 
was witnessing its own destruction 
by fire and the convulsions of na- 
ture. It was a day for the coura- 
geous and bold, and San Francisco 
was not found wanting. 

Here, out of the ashes and rub- 
ble of that awesome catastrophe, 
the sound and responsible fire in- 
surance companies wrote one of the 
most brilliant chapters of corporate 
integrity in the history of the en- 
tire insurance industry. Confronted 
by shattering losses, their precious 
records gone with the flames and 
smoke, their very offices mingled 
with the dust, they boldly set up 
shop wherever they could find a 
counter, and there they met and 
paid their just claims. 

That is the stuff good public 
relations are made of. In the fire 
of disaster, those companies forged 
a bond of public confidence in the 
integrity and strength, not of them- 
selves alone, but equally of the 
entire insurance industry. They 
hammered out on the anvil of cor- 
porate responsibility what was per- 
haps the first great, common public 
relations example of the property 
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and casualty insurance business. 

So now, from the scene of that 
triumph, I am calling our industry 
to meet a new threat, and to meet 
it with the same degree of “decent 
boldness” that made insurance his- 
tory here in 1906. It is not the kind 
of threat that comes with a flash 
of fire and the rumblings of nature 
in turmoil. It is a creeping kind of 
danger, but it can quickly become 
a disaster of country-wide propor- 
tions and catastrophic results if we 
do not boldly make known to the 
people everywhere the truth about 
rising rate trends, regardless of the 
source from which the public re- 
ceives misinformation, as is hap- 
pening now with increasing consist- 
ency. 

Throughout the length and 
breadth of this nation, there is a 
mounting swell of public resistance 
to rising prices for most of life's 
necessities and some of its so-called 
luxuries. To me it is easily under- 
standable that the people should 
want to know why prices continue 
to rise, particularly in the midst of 
an economic recession that is pull 
ing employment and values down. 

In most industries this resent- 
ment and discontent are being felt 
in the form of a dropping off in 
purchases and in shrinking inven- 
tories. But in the property and 
casualty insurance business, it is 
taking the form of increasing re- 
jections by duly constituted state 
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supervisory authorities of filings for 
insurance rate increases despite 
abundant proof that the insurance 
companies are deep in red ink in 
the lines for which the increases 
have been sought. 

In New England, a state insur- 
ance commissioner turned down a 
filing for increased automobile bod- 
ily injury rates (which in that state 
means compulsory insurance) be- 
cause he didn’t think it was need- 
ed. On appeal to the Supreme 
Court, the evidence was examined 
in the calmer atmosphere of judi- 
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cial procedure and the Court or- 
dered the commissioner to approve 
the filing with only a minor change. 
This year the same commissioner 
approved another increase and was 
promptly attacked by a few legis- 
lators whose primary purpose 
seemed to be to get their names in 
the newspaper headlines. 

In a Middle Atlantic state, the 
superintendent of insurance vetoed 
a filing for increased automobile 
liability rates because—listen to 
this—his state had not had sufficient 
experience with its brand new 
compulsory automobile insurance 
law. Some of the most influential 
newspapers in that state soundly 
criticized the superintendent’s ex- 
planation and called attention to 
the fact that an important election 
was due in the autumn. That case, 
too, is now in the course of expen- 
sive litigation. 

In at least two states, one in the 
east and the other in the west, the 
insurance commissioners approved 
rate filings and then reversed them- 
selves at the request of their re- 
spective governors. One of those 
filings has since been re-approved 
and the other is somewhere be- 
tween here and the great blue 
yonder. In a southern state the in- 
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surance commissioner denied a rate 
increase because the farmers had 
suffered crop losses. In still another 
southern state the commissioner ap- 
proved an increase, rescinded it 
because several influential news- 
papers complained that there had 
been no public hearing, called a 
public hearing, and—believe it or 
not—just two citizens showed up. 

Let me be abundantly fair. 
These conditions do not exist in all 
of the states. If they did, I shudder 
to think what the result might be. 
In most states, including California, 
the insurance commissioners wisely 
and judiciously remembered that it 
is quite as important to the public 
interest that the insurance com- 
panies be kept solvent, so they can 
pay their claims, as it is to prevent 
excessive rates. So they approve 
increases upon adequate showing 
that the increases were necessary 
and just. 

Turning back now for a minute 
to the states that rejected increases 
for automobile liability insurance 
rates, in a majority of them the 
official announcements were pre- 
ceded, accompanied or followed by 
statements from high public offi- 
cials, and occasionally legislators, 
which led the public to believe the 
insurance companies were asking 
for excessive rates. The press, you 
may be sure, quickly turned those 
inflammatory statements into head- 
lines, to the great detriment of a 
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sound and essential American in- 
dustry. 

Now I would like to ask you a 
very simple question. 

How long do you think this in- 
dustry can permit these irresponsi- 
ble and misleading attacks to go 
unchallenged? 

My answer is that time already 
has run out and, to use a familiar 
phrase of World War II days, it’s 
later than you think! I am fully 
conscious of the fact that, as an 
industry whose prices are subject 
to regulation, we may not have 
the same freedom of action as those 
industries and business enterprises 
that are free from governmental 
price controls. Nor do I criticise 
the regulation of insurance rates by 
the states when such regulation fol- 
lows the letter and the spirit of 
the law, which provides, in effect, 
that such rates shall not be “exces- 
sive, inadequate or unduly discrim- 
inatory.” The wording may be 
slightly different in some states, but 
the intent is the same. 

I must say in all “decent bold- 
ness,” however, that when state reg- 
ulatory authorities or state officials, 
or the press itself on its own initia- 
tive, make inaccurate and damaging 
statements about our industry, we 
should be quick in our answer and 
clear beyond misunderstanding in 
the language we use. In other 
words, I suggest that the time has 
long since arrived when we should 
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practice “a decent boldness” in an- 
swering damaging inaccuracies, or 
just plain untruths, regardless of 
who their authors may be. I further 
suggest that we owe this not only 
to ourselves, but equally to the 
public we serve, to the end that 
this great industry shall remain 
sound, solvent and a bulwark of 
the whole free enterprise system. 

Now let’s take a very quick look, 
as time will allow, at these charges 
that “the rates are too high.” I 
shall use automobile liability in- 
surance rates for this discussion be- 
cause they have borne the brunt of 
the attacks, although the property 
side of the automobile business has 
suffered from the effects of public 
misunderstanding and some politi- 
cal expediency, too. Finding a sim- 
ple answer is like trying to answer 
the little boy who wanted to know 
“how high is up.” 

If those who shout that the rates 
are “too high” mean that in most 
of the years since World War II the 
companies have been compelled to 
raise them, that is perfectly true. 
But if they mean that the stock cas- 
ualty companies have been making 
excessive profits, that is completely 
untrue. The real truth is that dur- 
ing most of the years since World 
War II, automobile liability insur- 
ance has produced an underwriting 
loss. And during the whole of that 
period an overall underwriting loss. 
Here is how the record reads: 
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1947 $— 57,576,000 
1948 — 14,431,000 
1949 + 32,118,000 
1950 — 12,059,000 
195] — 106,180,000 
1952 — 74,253,000 
1953 + 38,448,000 
1954 + 89,512,000 
1955 + 17,155,000 
1956 — 133,701,000 

TOTAL $ — 230,967,000 


What are the basic reasons for 
the unprofitable conditions that ex- 
ist particularly in the automobile 
liability insurance field today? One 
might answer with a curt brush- 
off, by saying that they are merely 
the same reasons that have pushed 
all commodity prices to unprece- 
dented heights during the past 
decade and still stay within the 
bounds of truth. But that would 
be only part of the answer. So let’s 
dig a bit deeper and see if we 
can’t bring the whole answer into 
focus. 

Is it because of mistakes or ex- 
cessively costly methods in the in- 
surance companies themselves? I 
would not be brash enough to stand 
here and tell you that the insurance 
companies have been perfect in the 
past or that they will be infallible 
in the future. They have not been 
and will not be either. Certainly 
there have been some errors of 
judgment and there probably will 
be others in the future. I shall not 
expect to see perfection this side of 
Heaven. But all of the mistakes of 
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judgment by all of the insurance 
companies put together would not 
come close to answering this ques- 
tion. 

Take the average 1956 (that is 
the last year for which figures are 
complete) automobile liability in- 
surance premium dollar, break it 
up into its component parts, and 
here, you will find, is how it was 
spent: 

Total Losses and 


Loss Adjustment . .72.7 per cent. 
Production expenses 26.7 per cent. 


General expenses ... 5.9 per cent. 
Taxes, Licenses and 

ee 3.1 per cent. 
Net Loss from Under- 

writing before Fed- 

eral Taxes ....... 8.4 per cent. 


I do not believe the most astute 
accountant anywhere could find 
more than a trace of corporate re- 
sponsibility in that summation. 
There has been talk that the capital 
stock companies should be more se- 
lective in choosing the risks they in- 
sure. Perhaps so, but that would call 
for a considerable amount of gov- 
ernmental co-operation, which up 
to this hour has not been forthcom- 
ing. If the state governments would 
put off of the roads the accident 
repeaters and chronic law violators, 
if they would initially put on the 
road only drivers who have passed 
sound tests of their ability to drive, 
there would be no need for the in- 
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surance companies to be burdened 
with a police responsibility that be- 
longs solely to government. And 
within less than a year you would 
witness such a drop in accidents on 
our American streets and highways 
that the present “too high” rates 
would tumble with them. 

What, then are the real reasons 


for “too high” insurance rates. I'll | 


give them to you very quickly, and 
with “a decent boldness.” 
Accidents. That is the place to 
begin, because that is where insur- 
ance rates begin. Until there is an 
accident there is no claim, no ex- 
pensive and frequently dishonest 
repair costs, no skyrocketing medi- 
cal and hospital bills, no effects of 
general economic inflation, no high 
jury verdicts, and none of the other 
ingredients—all beyond the control 
of the insurance companies—that 


keep the rate pot boiling. So the | 


base of the automobile insurance 
rate problem is the shocking and 
unnecessary traffic accident record 
that is built higher and higher, year 
after year, on our streets and high- 
ways. 

Certainly I would not suggest 
that we shall ever be free of motor 
vehicle accidents, but I say un- 
qualifiedly that if the state authori- 
ties would modernize and impar- 
tially enforce sound traffic laws, if 
they would have their legislatures 
pass adequate driver licensing laws 
which would at least keep feeble 
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minded people from behind the 
wheel and automatically take the 
driving privilege away from those 
who can not keep out of accidents, 
and if the courts would fit the pun- 
ishment properly to the crime that 
has been committed, traffic acci- 
dents would be cut in half within 
a year. 

But one thing is true beyond 
debate—making and enforcing laws 
is the job of government, not of the 
insurance companies. Our own 
member companies of the Associa- 
tion of Casualty and Surety Com- 
panies, both through the Associa- 
tion and individually, spend mil- 
lions of dollars every year trying to 
persuade motor vehicle drivers to 
forsake the folly of their ways on 
the road. And I am quite sure they 
do succeed in keeping accidents 
from leaping beyond even their 
present tragic levels. The insurance 
companies, however, can’t make 
people drive more carefully, al- 
though at times statements by some 
public officials would cause one to 
believe that somehow we alone are 
responsible for the traffic accident 
tragedy. 

If you are inclined to think traf- 
fic accidents don’t cut much ice 
after all, ponder these figures—in 
1956 there was 

A traffic death every 13 min- 
utes—over 40,000 a year, 

A traffic injury every 20 sec- 
onds—over 1,400,000 a year, 
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A traffic accident every 4 sec- 
onds—over 11,000,000 a year, 

Economic loss—more than 
$6,500,000,000 and still going 
up. 

I used the record for 1956 be- 
cause official tabulations for 1957 
have not been completed. It is esti- 
mated that in 1957 there was some 
slight improvement in fatalities, but 
bodily injuries increased, accidents 
increased, and the economic loss 
increased to some $7,000,000;000. 
And may I remind you that the 
insurance companies’ responsibility 
is not limited to fatalities; it covers 
the whole field of accidents. Fur- 
thermore, the figures I read were 
minimums, not maximums. This 
country’s attitude toward traffic 
accidents is so casual that no one 
knows the whole enormity of this 
great American tragedy. 

So, when people complain about 
“high insurance rates,” take a min- 
ute to remind them that the cure 
lies 99 per cent in their own hands 
and the hands of their public offi- 
cials. When the motorists drive 
carefully and the state governments 
firmly enforce adequate traffic laws, 
this cause of rising insurance rates 
can be reversed. Until then, I must 
tell you that the insurance compa- 
nies must continue to increase au- 
tomobile insurance rates to meet 
the rising cost of accidents. And 
you might also remember that 
today some 85 per cent of those 
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traffic accidents are covered by 
insurance. 

Inflation. I don’t have to tell any 
one in this room that we have it. 
Neither do I have to tell you that 
the insurance companies did not 
cause it, nor do they alone have the 
power to stop it. That, too, is 
largely a job for government. But I 
do tell you that no industry is hit 
harder by rising costs for every- 
thing than the property and cas- 
ualty insurance companies. I also 
tell you that the rise in automobile 
insurance rates has been far less 
than the rise in the cost of every- 
thing that affects insurance rates. 
The following country-wide data 
is based on United States Depart- 
ment of Labor Indexes. From 1953 
to 1957— 

Automobile repair costs up 19 
per cent, 

Medical care up 17 per cent, 

Physicians fees up 16 per cent, 

Hospital rates up 33 per cent, 
and 

Automobile liability insurance 
rates up only 9.3 per cent. 

But even this over-all figure for 
automobile repair costs tends to 
hide the full impact of inflation on 
the casualty insurance companies. 
The following cost data, computed 
from recognized repair manuals, 
covering the cost of parts and labor 
for some fairly common repair jobs 
on one of the “low-priced-three” 
cars, is more revealing: 


To repair a front fender and 
light cost $50.85 in 1953; in 
1957 is cost $71.70—up 41 per 
cent, 

Bumper and front end, $29.70 
in 1953; $56.75 in 1957—up 91 
per cent, 

Front suspension, $61.45 in 
1953; $80.05 in 1957—up 30 
per cent, 

Front door, $108.43 in 1953; 
$129.85 in 1957—up 20 per cent. 

Yes, we, too, know about in- 
flation. 

High Jury Verdicts. Merely ven- 
turing into this phase of the auto- 
mobile rate problem calls for bold- 
ness, indeed—and I greatly fear 
there are many perfectly sincere 
and intelligent attorneys who would 
not regard it as “decent” under 
any circumstances. I must dissent, 
however, from the notion that there 
is anything illegal, unethical or 
morally wrong about telling the 
public, which has to foot the bills 
in the end, that rising jury verdicts 
are pushing up their insurance 
premiums both directly and indi- 
rectly. I hold that it is our duty to 
spread out for public examination 
all of the elements that make major 
contributions to rising insurance 
costs. 

You may be sure that, both as a 
citizen and an attorney myself, I 
would not want to see any jury 
or judge award to the victim of 
any kind of accident one penny less 
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than he is entitled to receive. But 
when awards are made on the basis 
of sympathy rather than justice, one 
must remember that it is the pub- 
lic’s money that is being given 
away. I wouldn't sell one of my 
arms or an eye for any amount of 
money, but when you bring the 
loose language of emotion into a 
court proceeding you are tamper- 
ing with the whole structure of 
justice to all. 

A very few statistics tell the 
story of what is happening in 
many of our courts when a bodily 
injury suit is up for decision. In 
New York state, for instance, the 
average jury award was $3,500 in 
1941; in 1957 it was some $11,200, 
a rise of 221 per cent. In one area 
of that state, jury awards have sky- 
rocketed nearly 600 per cent. I 
warmly concede that a court, in 
making an award for damages. 
should take into consideration the 
present inflated cost of living, but 
let me remind you that during the 
same period the consumer index 
rise was only 94 per cent. 

Sometimes it is argued that the 
impact of rising jury verdicts on 
insurance rates is small. That is not 
correct. The direct impact of high 
jury verdicts on insurance pre- 
miums is substantial, but even 
worse is an indirect impact. Rising 
court verdicts force the companies 
to make higher and higher out-of- 
court settlements. There is the real 
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rub. Of course, it is true that the 
companies conceivably could take 
all claims to court, but court pro- 
ceedings are bothersome both to 
claimants and companies and they 
are very expensive. Therefore, the 
companies are obliged to settle a 
great many of their cases out of 
court at high figures rather than 
bear the expense of litigation and 
risk the probability of being hit by 
an even higher verdict. 

Taxes. | wonder if you have ever 
heard of them! Well, you really 
don’t know what taxes are until 
you learn about them from the in- 
surance companies. We have to 
pay premium taxes, franchise taxes, 
fire department taxes, ocean marine 
underwriting profits taxes, federal 
income taxes, state income taxes, 
sales taxes, municipal taxes, and 
taxes that are called “fees” to make 
the pill taste a little less bitter. 
Among these “taxes-called-fees” are 
annual statement fees, company 
license fees and agents’ license fees. 

Then there are other taxes that 
are called just plain payments—an 
honest word, at least. Under this 
classification there are payments to 
cover state insurance department 
expenses, workmen’s compensation 
board expenses, disability benefits 
law payments, special fund for dis- 
ability law payments, special dis- 
ability fund payments, vocational 
rehabilitation fund payments, re- 
opened case fund payments, stock 
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public motor vehicle liability se- 
curity fund payments, motor vehi- 
cle liability security fund payments, 
motor vehicle safety (financial) re- 
sponsibility act expense payments, 
motor vehicle financial security 
(compulsory) act expense pay- 
ments, and I have no doubt that 
there are 10 or a dozen more which 
we will just call miscellany, but 
which mean dollars and cents out 
of the insurance dollar just the 
same. 

So, when I told you a few min- 
utes ago that taxes, licenses and 
fees represent 3.1 per cent of the 
insurance dollar, that was some- 
what of an understatement. There 
is no way of telling exactly how 
much of the insurance dollar goes 
to the government in the form of 
straight taxes, fees, licenses and 
funds. We only know that the 3.1 
per cent is the minimum. Nor are 
these taxes equal among the states. 
Thus, the tax burden on the insur- 
ance dollar in some states is very 
considerably higher than in others, 
and I suspect the higher taxes occur 
most often in the very states that 
have the highest insurance rates. 

The premium tax, for instance, 
in most states is 2 per cent of the 
total premiums collected in the 
state, but in a number of states the 
premium tax ranges as high as 4 
per cent, which is a sizeable bite 
out of any insurance buyer’s dol- 
lar. Similarly, in a number of states 
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the insurance companies are 
obliged to pay for the administra- 
tion of such laws as compulsory 
automobile liability insurance, mo- 
tor vehicle safety (financial) re- 
sponsibility, and unsatisfied claim 
and judgment funds. Those items 
really make the bite a mouthful. 
In New York, for instance, the 
insurance companies are obliged 
to pay for administration of that 
state’s motor vehicle safety respon- 
sibility law, which in 1956 ex- 
ceeded $2,000,000. On top of that 
we must now pay for administra- 
tion of New York’s new and un- 
necessary compulsory automobile 
liability insurance law. And, to rub 
it in, only three weeks ago the 
New York Legislature enacted still 
another law to supplement its com- 
pulsory insurance law, which was 
supposed to be “complete” but was 
found to have such gaping holes 
that now the state is compelling 
our industry to indemnify persons 
suffering damage at the hands of 
uinsured drivers from other states, 
hit-and-run drivers, stolen car driv- 
ers, and uninsured New York state 
drivers. What is more, the compa- 
nies even have to contribute to a 
fund to bail out insolvent companies 
which the insurance commissioner 
was supposed to have kept solvent 
in the first place by requiring them 
to charge adequate rates to meet 
their legal obligations. 
All of these taxes, fees, pay- 
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ments and contributions must find 
their way into the rate structure, 
and thus the dollars and cents come 
out of the public’s pocket. So it 
seems to me, if those few public 
officials who have been so severely 
critical of the insurance companies 
are sincere in their proclaimed zeal 
to protect the public against rising 
insurance rates, there is no better 
way for them ‘to start reducing 
costs than by reducing taxes and 


“practicing economies in the admin- 


istration of insurance-financed laws. 

Now, if I have been “decently 
bold” in leveling some honest and 
deserved shafts of criticism at 
others, in conclusion let me be in- 
trospective. We, too, should share 
some of the blame for the condi- 
tions I have been discussing. Not 
that the insurance companies have 
themselves been pushing the rates 
up; far from it. They have been 
burning late oil trying to stop the 
rise and would welcome a day on 
which they could lower the pre- 
miums for such widely-used lines 
as automobile insurance. They 
share some of the responsibility, 
nevertheless, for having been timid 
where they should have been bold. 

I mean that we should take our 
case to the public and strike back 
wherever and whenever we are 
unjustly attacked—and I might add 
by whomever. We must show such 
“decent boldness” that those who 
would unduly attack our industry, 
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as a means of acquiring undeserved 
and untruthful headlines, will think 
more than twice when they know 
that retaliation will be swift and 
massive, indeed. 

Ours has become a big and es- 
sential industry with a rich heritage 
of integrity. Together, the property 
and casualty insurance companies 
have increased their combined pre- 
mium writings from $3,942,338,000 
in 1946 to $10,752,125,000 in 
1956, this in a single decade. With- 
out a free enterprise insurance in- 
dustry, the mighty business and 
industrial ventures that have made 
America the richest, most powerful 
and most prosperous nation in all 
the history of the world would not 
have been possible. Without the 
insurance industry, the miracle of 
San Francisco’s swift rebirth from 
its tragedy of 52 years ago may 
never have happened. Insurance 
takes the risk out of sound venture. 

But our very bigness and indis- 
pensability give us an added re- 
sponsibility. In some manner, to a 
greater or lesser degree, the welfare 
of every man, woman and child in 
this nation depends upon insurance. 
Indeed, to a substantial extent the 
welfare of the country depends 
upon it. That is a great and honor- 
able responsibility, and in these 
changing times it must be borne 
with a “decent boldness,” which, 
as Homer said some 3,000 years 
ago, “always meets with friends.” 








Annual Meeting of the Association 





WittiAM T. HARPER Cares J. Haucn 
President Vice President 


T THE ANNUAL MEETING of the Association of Casualty and Surety 

Companies in May in New York City, William T. Harper, chairman 

of the board and president of the Maryland Casualty Company, was 

elected president of the Association, and Charles J]. Haugh, vice president 
of the Travelers Insurance Company, was elected vice president. 

J. Dewey Dorsett was re-elected general manager and Ray Murphy was 
re-elected general counsel of the Association. Both were first elected to 
their present offices at the annual meeting in 1944. 

The following member companies were elected to membership for 
three-year terms on the Executive Committee: American Surety Com- 
pany of New York, Fidelity and Deposit Company of Maryland, Fireman’s 
Fund Indemnity Company, General Accident, Fire & Life Assurance Cor- 
poration, Limited, Hartford Accident and Indemnity Company, Indemnity 
Company of North America, and Royal Indemnity Company. 
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@ Considered a truly revolutionary insurance 
contract when introduced in 1944, the Compre- 
hensive Personal Liability Policy is so basically 
sound it has required only the most minor addi- 


tions and improvements 





CPL—An Important Policy 


OUR YEARS ago there appeared 
Fin the pages of this JouRNAL a 
splendid article describing the many 
virtues of the Comprehensive Per- 
sonal Liability Policy. In many 
ways this was an anniversary 
tribute, for 1954 marked the tenth 
year of what was once a truly 
revolutionary insurance contract. 
Now that four more arduous and 
perplexing insurance years have 
passed, it seems most appropriate 
that we again review this basically 
important policy. 

Once again tribute must be 
paid to the underwriters and legal 
technicians who conceived and 
drafted this form. We should not 
forget that language and concep- 
tions of coverage new to the in- 
surance industry were used. Such 
revolutionary ideas as the single 
limit for Bodily Injury and Property 
Damage, replacing “occurrence” 
for “caused by accident,” and the 
inclusion of mandatory “medical 
payments” called for clean and un- 
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By S. T. BIRDSALL 





cluttered thinking. A careful re- 
view of all the changes that have 
occurred in the past 14 years re- 
veals few modifications of any 
importance in the original basic 
language. Can anyone therefore 
doubt the foresight and excellence 
of draftsmanship of these pioneers? 

While the original contract has 
been little altered, additions and 
improvements have of necessity 
occurred. In these rapidly chang- 
ing times nothing, even the best, 
can remain static and still survive. 
Probably one of the most impor- 
tant improvements, representing a 
broadening of the original cover- 
age, occurred in 1956 and involved 
boats. 

At that time the exclusion re- 
lating to watercraft was amended 
to exclude only “watercraft, in- 
cluding sailboats, with inboard 
motors exceeding 50 horsepower 
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and sailboats, with or without 
auxiliary power, 26 feet or more in 
over-all length, owned by or rented 
to an insured, while away from 
the premises.” Previously coverage 
had been limited to watercraft not 
exceeding 26 feet in length and 
with not more than 25 horsepower. 
As a matter of fact, coverage for 
boats in the original 1944 policy 
was limited to boats of the same 
length but with no more than 10 
horsepower. Certainly these two 
changes in this particular area gra- 
phically demonstrate the desire of 
underwriters to keep abreast of the 
times. Now under the new lan- 
guage, outboard motor boats re- 
gardless of horsepower or length, 
and inboard motor boats not over 
50 horsepower, regardless of length, 
are covered under the basic policy 
and at no additional charge. 


Broap AMENDMENT 


All will agree that these amend- 
ments were not brought about by 
any inherent defect in the policy 
as originally conceived. It is 
doubted if anyone in 1944, a war 
year, could have had any concep- 
tion as to the expansion the small 
boat industry would undergo after 
the termination of hostilities. 

Prior to World War II most out- 
board motors available to the man 
with an average pocketbook ranged 
from 1% to 10 horsepower. Even 
then relatively few, who lived near 





the water or could easily get to it, 
owned and operated such luxuries. 
As everyone knows, the ending of 
World War II brought forth a 
bursting prosperity which, among 
many other things, placed luxuries 
such as these well within the reach 
of the average man. Means of 
transportation, both for people and 
their newly acquired boats, in a 
very real sense brought “boat 
water” within easy traveling dis- 
tance of all who would enjoy it. 
Boats and motors increased in size 
and luxury. Automobiles became 
more plentiful. Boat trailers with 
simple gear for loading and unload- 
ing were developed. Mr. Average 
American Citizen, formerly for the 
most part landlocked, took to the 
highways that led to the water- 
ways. 

Today 50 horsepower outboard 
motors are as common as the old 
10 horsepower “putt-putt” was fif- 
teen short years ago. If the Com- 
prehensive Personal Liability pol- 
icy was to keep up with the every- 
day needs of its purchasers, a 
change had to be made. The orig- 
inal policy met the complete needs 
of the average homeowner and be- 
cause of this it was at once popular 
and saleable. Therefore, when the 
day-to-day habits of the average 
family change, the policy must be 
adapted to these changes. This is 
just plain common sense and good 
merchandising. The only remaining 
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question in an underwriters mind 
is “Will our present rate structure 
support the substantial additional 
exposures that have been assumed?” 
Time alone will tell. 

When the CP Policy was origin- 
ally written, it was strictly a liabil- 
ity policy with the exception of the 
medical payments provisions. Per- 
haps the only single trouble that 
developed in trying to keep insureds 
happy arose from damage done by 
minor children of the insured who 
were too young to be legally liable 
for the damage, and along with 
this the problem of the insured 
damaging borrowed property. In 
each of these cases the insured 
felt a moral responsibility and in- 
sofar as the children were con- 
cerned, most laymen mistakenly 
believed that they were legally 
liable for damage done by their 
children. With few exceptions this, 
of course, is not true and when 
claim men started turning down 
such claims on the basis of no legal 
liability, trouble developed. Pres- 
sure was applied to claim depart- 
ments to pay such claims. In those 
cases where borrowed property 
was damaged, the claim depart- 
ment invoked the care, custody 
and control or “used by” exclusion. 
This, too, produced dissatisfied 
customers. 

Once again the insurance indus- 
try rose to the challenge and pro- 
duced for the market a new cover- 
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age which would and could fill 
this obvious gap. In May 1955, the 
National Bureau of Casualty Un- 
derwriters announced their new 
Physical Damage to Property In- 
surance. At that time this new pro- 
tection was available, by endorse- 
ment only, to comprehensive per- 
sonal liability, farmer's comprehen- 
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sive personal liability, and schedule 
“personal liability—including farm” 
policies. 


OpTIONAL COVERAGE 


However, Bureau companies now 
have the option of either providing 
the coverage by endorsement or 
including it in their printed pol- 
icies. At this writing it would ap- 
pear that most companies either 
have or will amend their basic con- 
tracts to include it. The insured 
will still have a right of election or 
rejection for the coverage is option- 
al. Since the rate is only two dol- 
lars per policy for one year for a 
limit of $250 per occurrence, it is 
difficult to believe that most in- 
sured’s will not purchase it. Now 
that it appears in most original con- 
tracts the insured’s attention will 
be drawn to it and, when properly 
explained by his agent, sales should 
boom. Many agents are requesting 
their companies to include it auto- 
matically on renewal, then inter- 
preting the new protection when 
they deliver the policy. Under this 
procedure, rejections have been 
few. 

Physical damage to property 
coverage is intended to provide for 
damage to property of others 
caused by an insured who has per- 
sonal liability coverage. Like medi- 
cal payments coverage it provides 
for payment of losses regardless of 
legal liability. Now when an in- 





sured feels a moral obligation to 
pay for property damage caused by 
him to another's property he has 
the protection. Its advent should 
automatically eliminate most of tle 
claim man’s headaches and, even 
more importantly, it should remove 
many of the unfortunate public re- 
lations problems that frequently 
follow in the wake of a declined 
claim. This is particularly true be- 
cause within certain limits damage 
done by children of the insured, 
who are too young to be legally 
liable for it, is paid without regard 
to legal liability. The same is true 
as respects borrowed property, be- 
cause the exclusion which prevent- 
ed payment of such claims is now 
eliminated in this physical damage 
to property coverage. Coupled with 
the medical payments provision, 
the modern CP policy allows the 
insured to be a good neighbor (at 
the expense of his insurance car- 
rier) when a visiting friend or 
neighbor is injured on the premises, 
when the children go next door and 
wreck the premises, or when the in- 
sured inadvertently damages the 
lawn mower borrowed from a neigh- 
bor. 

No one can predict with ac- 
curacy what is going to happen in 
the future but ofttimes present 
trends give a good indication of 
what to look for. The CP policy is 
comparatively new and the public 
still does not realize all of its pos- 
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sibilities. However, as time goes by 
the public, through the industry’s 
advertising media and otherwise, is 
learning more and more about the 
very comprehensive coverage af- 
forded by this policy and as a re- 
sult more and varied claims are re- 
sulting. 

Based on present trends it would 
appear that the big headache in the 
future as respects the CP policy 
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Mr. Average American Citizen, formerly landlocked, took to the waterways 


will center around family cases and 
situations which are susceptible to 
collusion. Three cases come to 
mind at the moment. In one of 
them elderly Aunt Minnie came to 
have dinner with the insured and 
his wife and was standing in the 
living room admiring the new 
drapes when someone opened the 
back door and in ran the insured’s 


huge Dalmatian. He rushed up im- 
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mediately to greet Aunt Minnie, 
who was unaware of his presence, 
and when he jumped up on her in 
a friendly fashion, she was bowled 
over and a broken hip resulted. 
Many months of hospitalization 
and several thousand dollars in 
medical treatment ensued. Natural- 
ly the insured was much more sym- 
pathetic toward Aunt Minnie than 
he was toward his insurance car- 
rier, and since there was a certain 
element of liability in the case, it 
took nearly all the policy limits to 
settle the claim. 


ANOTHER CASE 


In another case the insured was 
on a stepladder making repairs to 
a roof when his kinsman, who had 
just come over from the old coun- 
try, walked up to chat with him. 
In some manner the stepladder 
slipped out from under the insured 
and in so doing struck and knocked 
down the kinsman and a serious 
spinal injury was caused, resulting 
in almost total paralysis. The hos- 
pital expense in this country plus 
the cost of flying this man back to 
his home in Sicily with a male at- 
tendant on the plane, plus future 
hospitalization in Sicily, has cost 
the carrier a very large sum. 

In another case the insured and 
his elderly widowed mother lived 
side by side with only about fifteen 
feet separating the houses. The in- 


sured had built a flagstone walk 





between the two houses and one 
evening after dinner the mother, 
who had visited her son, was on 
the way home. The son was help- 
ing her. It was raining hard and 
the dear old soul had forgotten to 
bring her walking cane. While step- 
ping down from the son’s porch to 
the flagstone walk, the lady in some 
way fell, broke her hip, and a few 
weeks later died in the hospital. In 
this case there seemed to be ab- 
solutely no liability and yet the in- 
sured insisted that the company 
pay all expenses, which incidental- 
ly were greatly in excess of the 
medical payments coverage, and 
even went to the insurance depart- 
ment of his state complaining be- 
cause the company would not pay 
his demands. 

Today studious underwriters are 
acutely aware of the fact that CP 
policyholders and their lawyers are 
well educated to the almost infinite 
protection of this policy. Company 
claim departments are being flood- 
ed, not only with the usual run-of- 
the-mine accidents, but with a va- 
riety of occurrences that no one 
could conceive when the policy 
was born. Actually this is not too 
surprising, for no two individuals 
or their families are alike and, after 
all, this policy was intended to 
cover all activities of an insured 
and his family other than his busi- 
ness and the operation of his motor 
vehicle. Surely no error in judg- 
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ment occurred when it was called 
a “comprehensive” contract. 

At the time the policy was first 
placed on the market standard lim- 
its basic coverage was afforded for 
a flat premium charge of $10, ap- 
plicable country-wide. This charge 
proved to be most attractive and 
certainly contributed to the rapid 
popularity of the form. Experience 
figures today, however, are begin- 
ning to reflect the public’s growing 
awareness of the broad coverage. 
It is true, of course, that the impact 
of inflation is being felt, just as in 
all other lines, but beyond that we 
are beginning to discover that cer- 
tain areas are becoming less de- 
sirable than others. In particular, 
large cities are producing high loss 
ratios and we now find rating dif- 
ferentials between these cities and 
rural areas. Our experience in cer- 
tain states is deteriorating and it is 
not surprising that these are gen- 
erally the more heavily industrial- 
ized. As a result we are presently 
witnessing a rating evolution. The 
$10 flat charge is fast disappearing. 
This is neither surprising nor alarm- 
ing for we are no longer in the $10 
economy of 1944 and we have a 


+ 


policy whose breadth of coverage 
is now well understood. 

One final concluding thought is 
offered as proof of the adequacy 
and popularity of the Comprehen- 
sive Personal Liability Policy. It 
has been said that “imitation is the 
sincerest form of flattery.” While it 
may not be imitation in the tech- 
nical sense, this coverage has been 
taken bodily and without change 
and adopted for use with many 
other forms of insurance. Following 
the multiple line concept of under- 
writing, we find it incorporated in 
the Home Owners policy which 
was first unveiled to the insurance 
buying public in 1952. It may also 
be found in the Comprehensive 
Dwelling policy in much the same 
form. It may be included by en- 
dorsement on certain automobile 
liability and fire contracts. Need 
there be further words of commen- 
dation? The particular segment of 
the industry that developed it may 
well be proud of their work. It is 
to be hoped and may be assumed 
that they will be constantly on 
guard to make certain that in the 
changing years to come this policy 
will remain as up-to-date as to- 
morrow. 


The place to stop drunken driving is at the 
bend of the elbow, not at the bend of the road. 


—The Wisconsin Underwriter 









@ There is no recession evident in the continuing 
boom for family recreation on the nation’s water- 





ways—in 1958 the total boating expendit 
expected to exceed $2,000,000,000 



















ys GREAT BOATING boom con- 
tinues despite the recession 
that has so greatly affected the 
automotive and many other busi- 
nesses. We would, of course, expect 
optimism from such a source, but 
according to the National Associa- 
tion of Engine and Boat Manufac- 
turers, the retail boating business 
for the year of 1958 is expected to 
rise $100,000,000 to a_ record 
$2,000,000,000. That expenditure 
will consist of approximately $890,- 
000,000 to be spent on the pur- 
chase of new and used boats, en- 
gines, outboard motors and boat 
trailers. The balance will be used 
for equipment supplies, overhaul- 
ing, repairs and dockage. 

It is true that the aforementioned 
figures will involve pleasure craft 
of all types and sizes, from the 
rowboat to the palatial yacht, but 
the outboard class will be by far 
the largest segment both from the 
standpoint of total numbers and 
value. 









Recreation Boom on the Water 





By F. J. SHIELDS 





This was strongly borne out in 
the recent record Chicago Boat 
Show where 630 of the 827 boats 
in the show fleet were outboard 
runabouts, utilities and cruisers. It 
is conservatively estimated that 35 
million Americans participate in 
pleasure boating, and 26 million 
use outboard equipment. There 
are over 5 million outboards in use 
today, and some $400,000,000 was 
spent by the American public in 
1956 on outboard motors, boats 
specifically designed for outboard 
power, and trailers. It is a far cry 
from Dad’s fishing boat to the pres- 
ent day outboard craft, with its 
many advances, comfort, safety 
and high styling. Wrap around 
windshields, plus upholstery and 
auto-light dashboards are featured 
in most of the new models. Fifty- 
five outboard cruisers, many more 
than the previous year, were fea- 
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tured in the Chicago show. The 
boat trailer has become a very im- 
portant factor to carefree, mobile 
boating activity, and more than 30 
trailer manufacturers are exhibiting 
models in the large boat shows. 
There has also been tremendous 
improvement in outboard power 
plants, featuring greatly increased 
horsepower, and, of course, higher 
speeds. 

A great stimulus to the growth 
of this family sport has been pro- 
vided by the program of the Fed- 
eral government through the De- 
partment of Interior during the last 
fifteen years. The program for 
conservation and improving our 
water resources has created many 
large and beautiful lakes available 
for navigation, and recreational 
purposes in many areas where none 
previously existed. A few of the 
better known are Kentucky Lake 
in Kentucky and Tennessee; Grand 
Lake in Oklahoma; Lake Meade at 
Hoover Dam; Pymatuning in Penn- 
sylvania and Ohio; and there are 
many others in almost every state. 

There are no standard insurance 
forms for this class of business, but 
most companies over-the-years have 
tended to use three comparatively 
simple covers usually denoted as 
limited, broad, and comprehensive 
or all-risk forms. There has, how- 
ever, been a decided tendency in 
the last year to eliminate the more 
limited forms, and concentrate on 





the comprehensive or all-risk type 
on both a full coverage and de- 
ductible basis. Many agents in the 
past have been unhappy with the 
standard yacht policy because of 
its unfamiliar phraseology. These 
yacht forms were adapted from the 
“Ocean Hull Form,” and the under- 
writers continue to insist on this 
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form for the larger boats because 
they have the benefit of countless 
interpretations in admiralty courts 
which have been rendered over 
many years. 

The inland underwriters have 
departed entirely from the old 
yacht form, and the most used all- 
risk cover is a comparatively simple 
one. The policy cover is usually di- 
vided into two sections: agreeing 
“(A) to pay for all direct physical 
loss of or damage to the insured 
property. (B) subject to a limit of 
liability of $500, to pay all sums 
which the insured shall become 
legally obligated to pay with re- 
spect to collision damage to other 
boats, but excluding any bodily in- 
jury or death losses.” The form has 
exclusions which are quite usual 
to all-risk covers such as wear and 
tear, mechanical breakdown, the 
usual electrical exemption clause, 
infidelity of insured’s employees or 
persons to whom the property is 
entrusted, any rental craft, losses 
incurred while operated in any of- 
ficial race or speed test, and the 
usual war clause. 

The rates vary based on individ- 
ual company experience, but due 
to very serious loss problems that 
have arisen in the last few. years, 
rates have of necessity been raised. 
Some companies apparently feeling 
that the class was small and rela- 
tively unimportant, had retained 
lower rates than the average. 
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Where that course was followed, 
such companies were flooded with 
renewals of other carriers, and sky- 
rocketing loss ratios rather prompt- 
ly showed them the error of their 
ways. Rates run from approximate- 
ly 4% to 8% depending primarily on 
breadth of cover, size of deduct- 
ible, and to some extent on areas 
where the craft are used. 

The loss “headaches” in the out- 
board class appear to fall primarily 
into two categories. First, the fre- 
quency of propeller and minor col- 
lision losses most often attributable 
to inexperienced “skippers.” Many 
active Coast Guard districts are do- 
ing much to help educate new boat 
owners. The formation of many 
new “power squadron” units are 
also doing much along educational 
lines in many areas. Many new 
owners, having been familiar with 
automobile gasoline motors, feel 
that they are competent to handle 
its marine cousin, but too many ex- 
plosion and fire losses have explod- 
ed this fallacy. Every new boat 
owner should take advantage of all 
educational facilities available to 
him. 

The second, and most serious 
loss cause has been from total 
thefts of motors, and in many in- 
stances the entire item, that is boat, 
motor and trailer. It has been very 
difficult to cope with the theft 
problem due to the lack of serial 
numbers and other positive identi- 
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fication in the policies or in posses- 
sion of the owners. The police of a 
large Texas city took a man into 
custody recently because he had 
ten motors in his possession which 
they felt quite sure were stolen. 
They were completely unable, 
however, to identify the items, and 
were consequently forced to re- 
lease the suspect. 


THEFT PROBLEM 


One of the largest outboard 
manufacturers, Johnson Motors of 
Waukegan, Illinois, realizing the 
seriousness of the theft situation, 
have set up a system which should 
be helpful in recovering stolen mo- 
tors. They urge all owners to report 
such thefts, giving model, motor, 
serial number, and name of owner, 
and the Johnson Company then 
circularizes their entire dealers or- 
ganization. Their dealers in treat- 
ing and servicing motors have al- 
ready effected a great many re- 
coveries. The list of stolen motors 
is compiled about once a month, 
and an offer of a $10 reward is 
given for information leading to the 
restoration of any of the listed mo- 
tors to their rightful owners. 

A number of states have passed 
laws which will be definitely help- 
ful in controlling this theft situa- 
tion, as well as being beneficial to 
boating in many other ways. The 
State of New Hampshire has a law 
which might be used as something 


of a model, and as many similar 
laws are going to be considered in 
other state legislatures in coming 
sessions, all concerned should press 
for their passage. The New Hamp- 
shire law requires a full registration 
of all outboard motors thereby 
making a permanent record avail- 
able from which basic details are 
always obtainable. This law also 
requires each boat, outboard or 
otherwise, be given a distinguish- 
ing number, and a plate bearing 
that number is furnished by the 
commission. 

The New Hampshire regulation 
also takes cognizance of another 
segment of boating that has given 
rise to various problems, and some 
serious liability losses, namely wa- 
ter skiing. It sets out definite rules 
under which this sport can be con- 
ducted, and also prohibits any 
water ski jumps unless they have 
been approved by a duly author- 
ized representative of the controll- 
ing commission. The twelve prin- 
cipal lakes in the state of New 
Hampshire have definite speed 
limits, and these are properly con- 
servative, particularly on any craft 
operated at any point within 500 
feet of the shore. 

The premium volume in the out- 
board class has had a phenomenal 
growth over the last seven or eight 
years, and the future should show 
even greater increases. Total pre- 
miums for most companies writing 








this class in 1950 were only $542,- 
000. This figure grew to $2,664,- 
000 in 1954, jumping to $4,164,000 
in 1955, and was close to $6,000,- 
000 in 1956. The total figures for 
1957 by marine classes are not yet 
available, but there is no doubt that 
this class increased at least another 
20%, which ‘vould bring it over the 
$7,000,000 mark. A_ substantial 
volume of this business is available 
in all sections of the country, and 
the owners of this type of equip- 
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“Could you change this? I bet Jim Stoner I'd break a hundred today!” 
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ment are almost invariably people 
of considerable means, and should 
be the type of assureds valued by 
all good agents. 

A boat, whether for Dad’s fish- 
ing or used for the pleasure of the 
entire family, becomes a most im- 
portant item to all, and the agent 
that is able to advise his assureds 
along operational lines, and pro- 
vide adequate insurance coverage 
is rendering the best type of serv- 
ice. 
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@ One of the most perplexing problems of the 
insurance industry lies in the steadily increasing 
costs — and volume — of all claims, this author 
points out, and not just the spectacular high jury 


awards 


Industry Dilemma: Claim Costs 


i ye DISASTROUS LOss figures of 
casualty companies, just pub- 
lished, have given the year of 1957 
an unhappy distinction. 

The trend of verdicts to higher 
levels, and in some cases to uncon- 
scionable figures, being more news- 
worthy, has received a dispropor- 
tionate amount of publicity. The 
real problem lies in the cost of the 
cases not litigated. These verdicts 
have pulled up the price of such 
cases, but other factors have been 
as important in producing these 
unfortunate results. 

There is no doubt that uniformly 
high verdicts with an occasional 
stratospheric award have hurt us 
financially and have encouraged 
claimants to sue their cases and 
try for the jackpot. However, I 
doubt that this is the complete 
answer, or even the main one. The 
articles I have read seem to talk 
around the fringes of our problem. 

Any claim man who has han- 
dled volume in the New York area 







By LEE INGRAHAM 





—and perhaps in other large popu- 
lation centers, such as Boston, 
Philadelphia, Chicago, etc.,—has 
come to the conclusion that our 
disastrous loss ratios, particularly 
in the automobile bodily injury 
line, have come as a result of 
steadily increasing claim costs in 
the smaller cases. I mean cases 
where payments run from $100 to 
$1,500 or $2,000. Every big ver- 
dict in court enlarges the valua- 
tions put upon their cases by 
plaintiff lawyers. Since there are 
thousands of small cases to every 
jumbo case that hits the headlines, 
the impact of the accelerating cost 
of these so-called minor claims has 
been terrific. 

Ten years ago, a report of an 
accident in which your assured 
strikes another car in the rear do- 
ing perhaps $50 or $60 worth of 
damage, would be quickly proc- 
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essed in the claim department and 
adjusted by a property damage 
payment. Today, that same case 
comes in as a law suit, or as a 
claim in the hands of a lawyer 
threatening suit, but the property 
damage is a minor detail. Every- 
one riding in the car struck alleges 
an injury. Certificates by doctors 
are supplied, and while our exam- 
ining doctor, who has not been 
permitted an examination until 
months later, can find nothing 
wrong with the claimants at the 
time he examines, he says, “From 
the description of their injuries, 
complaints, etc. I cannot say that 
a disability of one or two weeks— 
or more—may not have been justi- 
fied.” 


TyYPIcAL PROBLEM 


I don’t say this happens in every 
case, but it does happen in enough 
cases to make it a typical exhibit 
in a metropolitan claim office. Now 
the claim man faces a problem. 
He is sure he is confronted with a 
built-up case but his assured is at 
fault and can be held for any 
damage or injury due to the acci- 
dent. The doctors refuse to talk 
without authorization, and inquiry 
around the places where the claim- 
ants live is unproductive. 

Shall he offer nominal sums 
which are almost sure to precipi- 
tate several law suits, or shall he 
negotiate with the attorney for ad- 
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justments that dispose of the cases 
but load the experience on the line 
unmercifully? 

If he takes the suits, in this case 
and others, he loads his legal de- 
partment to the point where addi- 
tional employees have to be taken 
on. Proper reserves have to be set 
and the suits handled and carried 
for perhaps two or three years. 
The expense factor builds up. In 
a pre-trial or calendar call where 
pressure is put on a carrier by a 
judge working against time to cut 
down the calendar and dispose of 
the cases, he is at a disadvantage. 
He has to admit he owes money, 
and he has no real proof to rebut 
plaintiffs attorneys’ allegations. If 
he rides out these discussions and 
the case finally comes up for trial, 
he must decide whether or not to 
have it taken in, hoping that his 
opponent, at that point, will re- 
duce his demands and take a small 
amount (confirming the adjuster’s 
suspicions as to the bona fides of 
the case). If that doesn’t happen, 
he must open up the case, depend- 
ing upon  cross-examination to 
bring out the true facts. 

He usually resolves this problem 
by deciding to adjust, holding his 
payment to as low a figure as he 
can shave it. If he finds one attor- 
ney specializing in such cases, he 
picks a case that looks like it has 
defense possibilities and prepares 
it to the hilt, hoping to win it in 
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court and convince his adversary 
that he would be well advised to 
bring in only honest cases in the 
future. 

I don’t want to give the impres- 
sions that all our small cases fall 
into these categories. Naturally, 
we handle many claims, both di- 
rect and with attorneys, where 
honest demands are made and 
quick adjustments can be worked 
out. 

However, there are enough 
claim-wise people and enough at- 
torneys willing to work with such 
people in New York to give us a 
real problem. 

The big case takes care of it- 
self. We don’t have too much trou- 
ble getting enough information to 
permit us to sit down with counsel 
on the other side and work out 
an equitable adjustment. If we 
disagree on the law or the facts, 
or cannot arrive at the same evalu- 
ation of an injury, we try the case. 
If the issues are resolved against 
us, and we feel we have a meri- 
torious appeal, the appellate court 
is open to us. 

If the verdict is for more than 
we think it should be, the trial 
and appellate courts can consider 
our arguments. 

If we get a bad result because 
the plaintiff's lawyer tried a better 
case, and this happens too often, 
we take a hard look at our court 
representatives and take what 


steps are necessary to even up any 
imbalance here. 

And last but not least, these 
cases are not too numerous. After 
all, an insurance company tries a 
very small percentage of its cases. 
The heavy cost is in the adjusted 
case, not only in the built-up, semi- 
larcenous type I have described, 
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but in the honest case with infor- 
mation both as to injury and lia- 
bility freely given and properly 
verified. What is a proper figure 
on a relatively minor case with a 
short term of disability and bruises 
and abrasions rather than fractured 
bones for the insurance company 
to offer and the plaintiff or his 
lawyer to accept? 

True, rising wages and larger 
incomes, more expensive hospital 
and medical costs, have swelled 
special damages compared to what 
they were ten years ago. But by 
what multiple should these figures 
be computed to arrive at a fair 
figure? No two cases are alike, but 
the claim man and the plaintiff 
lawyer have imperceptibly raised 
their sights to the point where it 
might fairly be asked—are we over- 
paying these cases? Would it be in 
the public interest to discuss this 
question, not only from the stand- 
point of the insurance company but 
also from the standpoint of the 
lawyer who wants to see his client 
fairly paid but doesn’t want to see 
our present method of handling 
personal injury cases replaced by a 
compensation system? 

To get back to fundamentals, 
casualty insurance companies per- 
form a most important function in 
our body politic. They provide the 
machinery by which the impact of 
misfortune, which might otherwise 
ruin a homeowner or bankrupt a 
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business, is spread over a large 
group. If anything happens to af- 
fect the proper distribution of 
these funds, if the insurance buyer 
believes that premiums are becom- 
ing extortionate, if the man who 
has been hurt cannot get a proper 
and timely compensation for his 
injury or damage, politicians are 
always ready to cry that private 
enterprise has fallen down on the 
job and that the State must take 
over. 

A heavy proportion of our cases 
pending in State and Federal 
courts are tort cases and most of 
them are being defended by in- 
surance companies. A young law- 
yer starting out has very little 
corporate practice and less probate 
work. These tort cases provide 
most of his income—pay his office 
rent, his stenographer and permit 
him to eat regularly. If something 
happened to take these tort cases, 
with recoveries financed by insur- 
ance companies, out of the pic- 
ture, the legal profession would 
feel it keenly. 

Our judges are struggling with 
heavy dockets, holding mass cal- 
endar calls and pre-trials to cut 
down the calendars. But, where is 
the congestion? Not in the contract 
cases—not in the equity cases; the 
glut is in the tort calendars, with 
hundreds of damage suits brought 
by attorneys, many with more cases 
they could ever try, if, indeed, they 
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ever had any idea of trying them. 

The judge struggles with the 
problem, holding mass discussions, 
pushing both sides for settlements 
to avoid costly trials and clean up 
his calendar. The insurance repre- 
sentative wants to cooperate and 
adjust as many cases as he can that 
have real value and rate an adjust- 
ment, but he doesn’t want to pay 
on cases that have no value nor 
does he want to pay three or four 
times what a case is worth just to 
get it out of the way. 

However, the sheer number of 
such cases and the pressure ap- 
plied by the court sometimes bring 
about payments that ought not to 
be made. And what is the result? 
The attorney who has brought these 
strike cases and realized several 
hundred dollars apiece on them, has 
satisfied himself that his play, no 
matter how weak or groundless 
his claim, is to bring suit. So he 
promptly brings two more law suits 
to take the place of the one just 
settled. The herculean efforts of the 
judge and the unhappy coopera- 
tion of the insurance representa- 
tive have accomplished nothing. 
They have cut off the tops of the 
weeds instead of grubbing out the 
roots. 

And the man with the real in- 
jury—the claimant or the plaintiff, 
if he has sued his case—how does 
he come out in this Donnybrook? 
Let’s say he was knocked down by 


a car and suffered a broken leg, 
which, happily, mends well and 
permits his doctor to advise him 
that he should be able to get back 
to work in about three months. But, 
his next door neighbor, whose son 
is a lawyer persuadgs him that he 
needs legal advice. The son is re- 
tained and the adjuster is advised 
that the case is not ready for ad- 
justment. The lawyer does not see 
eye to eye with the doctor. Another 
doctor is brought in. He draws a 
long face and opines that the in- 
jury is much more severe and seri- 
ous than the first doctor thinks, that 
he'll probably be laid up for a year 
and be lucky if he doesn’t have a 
permanent limp. Peculiarly enough, 
the attorney who has brought in the 
second doctor, and has advised the 
plaintiff he should hold out for 
$25,000, has a retainer entitling 
him to 50% of the proceeds of the 
settlement. 

So the plaintiff anxious to get 
back to work, pay his bills and for- 
get the whole thing, is marking 
time and probably will settle his 
case in another year or so for a net 
amount which a casualty company 
would have been willing to pay 
him two months after the accident 
happened. 

There will come a time, I sup- 
pose, when insurance rates rise to a 
point where they are confiscatory, 
if we are not already at that point. 
When that happens, we will have 








to decide whether or not our pres- 
ent philosophy of payment based 
on fault is outmoded and will have 
to be superseded by smaller pay- 
ments in all cases, based on in- 
jury. If that time comes, I feel it 
will have bean brought about, not 
through any inherent vice in our 
trot low and its method of ad- 
ministration, but in the manner in 
which we have messed it up and 
permitted shortsighted and uncon- 
scionable practices to kill the goose 
that laid the golden egg. 

A committee® appointed by 
Judge Peck, made up of casualty 
company representatives and prom- 
inent plaintiff lawyers, tackled the 
problem of court congestion and 
made a number of suggestions that 
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were later enacted into law or into 
court rules. I sat on this committee 
and know that in such an atmos- 
phere differing viewpoints can be 
reconciled, concessions made and 
real progress accomplished. Might 
not that approach be adopted here? 

Obviously our problem has many 
facets, but the difficulty of insur- 
ance representatives and plaintiff 
lawyers in working out smooth pro- 
cedures of agreement resulting in 
the bringing of expensive and un- 
necessary law suits, is a major one. 
Surely the insurance industry, the 
bar associations and the judiciary 
have enough men of good will, in- 
telligence and flexibility to sit down 
around the table and get the sand 
out of the gears. 


*Refers to the Committee for Court Congestion, organized in 1952, and 
headed by the former (he has since resigned) presiding Justice David 
W. Peck, of the Appellate Division, First Department. 
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She made a right-hand turn from the left lane 
and promptly collided with another car. The 
driver got out and accosted her. 

“Lady, why didn’t you signal?” 

“Mister,” she came back at him brightly, “I 


always turn here.” 


—Vacationland’s Agency Bulletin 
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Liability of Landlord—A tenant brought suit against his landlord, claiming that 
some of his personal property in his apartment was damaged by steam escaping 
from an open pipe while he and his wife were away for the weekend. The 
radiator had been removed before the tenant moved in, but apparently the 
shut-off valve had been left open, permitting steam to escape from the pipe. 
The landlord’s manager claimed he had closed the valve before the tenant took 
possession. Nevertheless, the jury found the landlord guilty of negligence and 
brought in a $1,000 verdict in favor of the tenant. The judgment was affirmed 
on appeal. (Baird v. Ellsworth Realty Company (Missouri 1954) 265 S.W. 
2nd. 770.) 
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Liability of Homeowner—A man went to his brother-in-law’s house to re- 
pair a porch. As he followed his brother-in-law out on the porch, the floor 
collapsed, causing the man to fall and sustain injuries. He sued his brother- 
in-law and recovered a judgment on the jury’s verdict in his favor. The 
appellate court, in affirming the judgment, held that under the circum- 
stances it was reasonable for the jury to find that the injured man was not 
guilty of contributory negligence; that knowledge on his part that the 
porch was to be repaired did not necessarily charge him with knowledge 
of the kind of danger that would exist by merely walking on it. (Egerton 
v. Lavarello (New York 1954) 130 N.Y.S. 2nd. 654.) 
vf 
Liability of Hunter—Five men were duck hunting together in a swamp when 
a duck flew overhead. Three of the men started firing their shotguns at the 
bird. After the shooting was over it was discovered that one of the men had 
been shot in the right leg and hip. He claimed that one of the other men in 
the party had shot him and brought suit against him for damages. The de- 
fendant claimed that the injured man had insufficient evidence to prove that 
he had fired the shot which injured the plaintiff, but the jury believed the 
injured man’s story and returned a verdict in his favor for $18,000. The judg- 
ment was affirmed on appeal. (Norling v. Carr (U.S. 1954) 211 F. 2nd. 897.) 
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EXPLOSION 


Explosions caused an estimated damage of $48,778,000 


during the decade ending in 1956 while fires from natural and 


artificial gas caused over $95 million property loss in the same 
period. 


An explosion of a gas main on Broadway in mid-town New York caused this spectacular 
blaze but only three persons suffered minor burns. 
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A commercial airliner is scattered in the backyard of a Clarksburg, Md., residence a 
a training crash flight. Three airline employees died. . 


PLANE 
There were 95 accidents involving United States commer- 
cial aircraft in 1956, while pleasure and instructional flying 


planes sustained 2,356 accidents in the like period. 








Annual Election of National Board 





















Harry W. MILLER KENNETH E. BLAck 
President Vice President 


T THE ANNUAL MEETING of the National Board of Fire Underwriters 
A in May in New York City, Harry W. Miller, general U. S. attorney 
of the Commercial Union-Ocean Group, was elected president; and Ken- 
neth E. Black, president of the Home Insurance and Home Indemnity 
Companies, was elected vice president. Other officers are as follows: 
Lester S. Harvey, president and director of the New Hampshire Fire 
Insurance Company, secretary; D. R. Ackerman, chairman of the board 
of The Great American Insurance Company, re-elected treasurer. 

Elected members of the executive committee for three years were: 
W. M. Kearns, general attorney, Sun Insurance Office, Limited; G. D. 
Mead, president, Glens Falls Insurance Company; W. L. Nolen, United 
States manager, North British and Mercantile Insurance Company, 
Limited; S. Dwight Parker, president, Springfield Fire & Marine Insurance 
Company, and E. D. Patton, United States manager, Northern Assurance 
Company, Limited. 
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strength. 


An important link in the relationship between the 
company and the agent is the field representative of 
the company who is a means of improving the company 
service and expanding the company business while, 
for the agent, he is an ever available source of extra 











A Vital Company-Agent Link 


S FAR as the public is con- 
A cerned, insurance companies 
are much alike. Policies look alike, 
read alike, and carry the same pro- 
visions. The service that goes with 
these policies is what separates the 
sheep from the goats in the insur- 
ance business. The very nature of 
the American Agency System gives 
field men and claim men an im- 
portant responsibility in providing 
these services. The variety of serv- 
ices performed is limited only by 
the capability, knowledge and atti- 
tude of the individual special agent 
or claim man. 

Thus the field representative is 
an important man. To the company 
who employs him, he is the vital 
link with its agents, a means of im- 
proving company service, of ex- 
panding company business. He is 
equally important to the agent as 
an ever available source of extra 
strength. Disregarding then, all 
humanitarian motives, it is just 
good business for both companies 
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and agents to do all they can te 
help the field representatives ac- 
complish the best possible type of 
job. 

It is up to the company to see 
that these men have the sound 
basic training needed to meet the 
demands of their work. This is an 
era of fast-moving and fast-chang- 
ing coverages frequently revised 
and more frequently supplemented 
manuals, and continuous broaden- 
ing of coverages. Field representa- 
tives and agents alike must devote 
consistent effort to reading and 
studying if they are to keep abreast 
of the industry. 

Before a man is sent into the 
field as a company representative, 
he should be sufficiently versed in 
his employer's program to act with 
authority. He needs a broad enough 
background of information to make 
decisions. Nothing is more embar- 
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rassing to an agent than to have 
a field man inspect and approve a 
risk and authorize the needed cov- 
erage, and then to have his branch 
or home office request cancellation 
of the line shortly later. In most 
instances the field man is in the 
best position to judge and under- 
write the risk. But unless his 
decisions are supported by his 
superiors, he is almost certain to 
lose the confidence of the agency 
and principals involved. 


AGENTs’ Arp 


Agents, too, can do a good deal 
to increase the effectiveness of men 
sent into the field by the com- 
panies. First of all, we agents must 
never underestimate the important 
role of these field representatives. 

On more than one occasion I have 
felt that the claim man, or claim 
investigator, is the most under- 
rated, perhaps even under paid, 
man of the insurance industry. The 
special agent comes in contact 
with only a few of the agents’ 
clients, and then only under more 
favorable circumstances. But the 
claim man is in constant contact 
with agency customers. He has 
more direct contact with the pub- 
lic than any other type of company 
employee. Like many agents, he is 
called upon to contact and inter- 
view a good many people who be- 
cause of the nature of their em- 
ployment, cannot be contacted dur- 





ing regular working hours. The 
claim man may be working late at 
night to protect the loss ratio of his 
company and the agency, yet we 
expect to see him at the regular 
hour on the following morning 
freshly shaven, with a clear mind 
and congenial disposition. 

As agents, we have the oppor- 
tunity to see and appreciate the 
customer good-will built by a good 
claim man. And we can do our part 
to see that this type of man receives 
the commendation he deserves. A 
few minutes of our time, plus a 
three cent stamp, is a small price 
to pay to help such a man receive 
encouragement from his superiors. 

In our agency we do not expect 
special agents to sell insurance to 
our prospects or customers. We 
prefer to do our own selling as 
much as possible. This way we can 
be well informed and thoroughly 
familiar with the needs of the cus- 
tomer. If we allowed our special 
agent friend to do all of the selling, 
it is quite possible that the insured 
might find our agency lacking in 
knowledge of the coverage that he 
had purchased from us, perhaps 
even after the special agent in- 
volved had been transferred to 
Kalamazoo, or some equally inac- 
cessible point. We do frequently 
ask special agents to assist us in 
handling some large, unusual, or 
unfamiliar lines of business. Oc- 
casionally we ask a special agent to 
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accompany us on a visit to one of 
our customers to assist in explain- 
ing coverages and to enable him 
to make a_ personal inspection of 
the risk. 

In our own agency, we try to 
cooperate with the claim represent- 
atives of each insurance company 
in every reasonable manner. We 
provide a desk and telephone, and 
the use of a private office for inter- 
viewing witnesses and claimants. 
Our office personnel are always 
willing to assist by making appoint- 
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ments with people who are diffi- 
cult to contact, and are available to 
type claim drafts and forms. We 
assist the claim man in locating 
people who must be contacted, not 
always an easy job in rural areas. 
As automobile claims constitute the 
greatest portion of claims, we urge 
our insureds to accept our as- 
sistance in the completion of the 
important motor vehicle and claim 
forms and this results in complete 
and legible reports. In fact, we call 
at the homes of our clients, when 
they do not visit our office to per- 
form this service. We consider this 
an important service that we owe 
our customers. 

The support and training of the 
company, the assistance and co- 
operation of the agent, in them- 
selves will not produce effective 
field representatives. Most of the 
qualities that make the difference 
between the man who is welcomed 
upon his arrival at an agency and 
the man who is merely tolerated by 
the agency as a necessary evil are 
up to the man himself. What makes 
a good field representative? Well, 
what makes a good salesman? Or 
a good diplomat? In trying to an- 
swer these questions one nearly 
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always finds that the sum is greater 
than the parts one can attribute to 
it. I can only base my suggestions 
on what I have observed in effec- 
tive field men over a period of 
years. 


SPECIAL AGENTS 


First of all, a suggestion for spe- 
cial agents. In order to be effective, 
the special agent must be an or- 
ganized—although not necessarily 
an. organization—man. It is pos- 
sible that he should consider elimi- 
nating non-productive agencies, re- 
membering that he cannot afford to 
squander his time and travel on 
agencies where circumstances pro- 
hibit the development of a worth- 
while volume for his company. He 
knows that the larger agencies, with 
trained personnel, require less of 
his time per premium dollar. He 
also knows that it is the small 
agency of today that may develop 
into the large agency of tomorrow. 
Size then, should not be the pri- 
mary criteria for the allotment of 
his time. The special agent, how- 
ever, should center his attention on 
thé agent who is willing to learn 
and anxious to develop his poten- 
tial. In this way he can help im- 
prove the standards of our business 
and accomplish creative selling for 
his company. 

Here I might suggest that the 
company field men also utilize dis- 
cretion in the use of the agent’s 





time. I do not altogether agree with 
one of my agent friends who evades 
luncheon engagements and even 
coffee breaks with special agents, 
because he feels that he accrues 
more direct benefit by lunching 
with his own customers and pros- 
pects. But I do want the company 
men to realize that the ultimate, 
and almost unattainable, goal of 
many an agent is the forty hour 
week enjoyed by so many of his 
friends and associates in other 
fields. And to remember that when 
an agent wastes an hour in the 
morning, he is quite likely to be 
making it up in an evening, or on 
a holiday or on a Saturday after- 
noon. 

Professional improvement should 
be the goal of every field man. A 
special agent, for example, might 
prove of considerable help to agents 
by making a specialty of one or 
more lines. When, through study, 
he qualifies as an expert in a field, 
he has something to offer an agent 
that his contemporaries may lack. 
One such special agent concen- 
trated on the Comprehensive Per- 
sonal Liability policy, and another 
on the Business Interruption fire 
coverage. 

The representative must be fully 
aware of his importance as a link 
between company and agent. He 
must make every effort to keep his 
superiors informed on the problems 
of the agents as he sees them. At 
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To the claimant, the small claim is never a trivial matter 


the same time, he should try to 
keep agents informed as to the 
thinking of his superiors. As agents, 
we realize that top executives are 
usually the policy-making officials 
of the companies. Sometimes these 
men are far from the grass roots 
of the business, the same area 
familiar to agents. Every sound- 
thinking agent and company execu- 
tive recognizes that the insurance 


industry does not operate on a one- 
way thoroughfare, and that agents 
and companies must work in har- 
mony. Many of the differences in 
opinions and the controversies be- 
tween companies and agents, as 
groups and as individuals, would 
never occur if they were more 
familiar with each other’s problems. 

Perhaps above all else, I would 
want a field representative to 
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realize that a healthy, positive atti- 
tude toward his work and his as- 
sociates is one of the strongest as- 
sets he can possess. As an agent, I 
like the type of claim man who dis- 
seminates an air of confidence and 
good will. Although courtesy and 
patience are very important quali- 
ties, a claim man must be thor- 
oughly honest and sincere in his 
relations with claimants and _ in- 


sureds. 


Cram HANDLING 


The claim man must appreciate 
the position of the claimant. The 
small claim may seem a routine 
and uneventful matter to the man 
who is disbursing funds by the 
thousands of dollars for his com- 
pany. But to the claimant, this small 
claim is never a trivial matter. The 
presentation of a claim is, we hope, 
a most unusual matter to him, and 
he is entitled to have this feeling. 
When the claim man can contact 
the claimant promptly, and con- 
vince him that his claim will re- 
ceive thorough investigation and 
careful consideration, an important 
part of the adjustment has been ac- 
complished. The claimant who re- 
ceives prompt and fair settlement 
from the representative of one of 
our companies will certainly be a 
friend to our agency, whether or 
not he be numbered among our 
customers. We know that even 
when payment on a claim is de- 


nied, the claimant is not as likely 
to be disgruntled if he feels that 
his claim has been given careful 
consideration in a complete and 
impartial investigation. 

As far as the agent is concerned, 
it is the field man who consistently 
demonstrates a sincere attitude, 
showing that he wants to learn and 
is willing to work, who is of the 
greatest value to both the company 
and the agent. Let me mention a 
few instances when I have seen 
men of this caliber at work. In the 
course of my business, I have had 
many pleasant experiences with 
claim men. Just recently, a small 
property damage claim was han- 
dled so promptly and efficiently by 
one of our company claim men, 
that the claimant, who previously 
did not even know our agency, 
called us and asked to have one 
of our agency men call upon him. 
He said that he wanted to do busi- 
ness with an agency that had such 
capable claim representation. On 
another occasion one of our better 
clients became dissatisfied and dis- 
enchanted with the insurance in- 
dustry in general because his claim 
had been rejected by a claim man 
—and rightfully so. As I failed to 
completely convince our insured 
that the proper action had been 
taken, I asked the claim man in- 
volved to call on the claimant and 
review the claim. This claim man 
spent longer than an hour explain- 
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ing policy coverage and the legal 
aspects of his claim to the insured. 
This little extra personal attention 
converted an unhappy claimant into 
a satisfied one, and he has con- 
tinued to be a valued customer of 
our agency. 

One of the most capable field 
representatives I have seen in ac- 
tion is a fire insurance engineer for 
one of our larger companies. He 
has exceptional knowledge in his 
field, gained through years of 
study and experience. He appears 
at our office early in the morning, 
cheerful ‘and enthusiastic. Through- 
out the day in making the surveys 
that we request, he leaves a trail of 
good will. Then he is likely to 
spend his evening with the con- 
tents of his brief case spread out in 
his hotel room, reviewing and con- 
solidating his day’s work. The 
value of such a man, both to com- 
pany and to an agency, is almost 
immeasurable. 

On one occasion a special agent 
came into our office on a hot sum- 
mer day when we were working 
under strain and pressure due to a 
heavy vacation load. On my desk 
were some policies of one of our 
largest clients, needing review and 
revision. This man worked all day 
and beyond our regular closing 
hour, caring for each important de- 
tail and even writing and dictating 
the necessary endorsements. Com- 
pare this type of operation with 
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that of the special agent who walks 
into the agent’s office chewing gum 
or dangling a cigarette and merely 
proceeds to clear his brief case of 
routine correspondence, the largest 
part of which the agent had long 
previously disposed of by simple 
memorandums and a few cents in 
postage. Or compare it with the 
fellow who breezes through his call 
with the greatest possible haste in 
order to get on to the larger town 
down the line where they have, by 
his standards, a better movie or 
newer motel. 

I must admit that the companies 
we represent do not have a 
monopoly on effective field men. A 
few years ago a special agent rep- 
resenting another company in the 
agency of one of our better com- 
petitors, made a survey of the in- 
surance program of one of our 
best clients. Fortunately, he found 
everything in order and, when he 
completed his survey, he was frank 
in telling our customer that his in- 
surance program was excellent. You 
can be sure, that as a result, our 
agency has always had a kindly 
feeling toward his company. They 
will be foremost in our mind when 
we are in need of additional facili- 
ties. 

Volumes have been written con- 
cerning the responsibilities of com- 
panies, agents, special agents and 
claim representatives. More vol- 
umes will be written. It is most 
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proper that serious thought and 
study be given to these relation- 
ships and duties. Agents and com- 
panies alike owe one another coop- 
eration and interest in each other's 
problems. 

Only through cooperation can we 
attain our final goal—efficient serv- 
ice to our clients. Where there is a 
weak link in the human chain that 
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forms our industry, it reflects on the 
rest of us. But when the customer 
feels that he has a closely-knit group 
working for him, when he can see 
for himself that companies and 
agents work as a team, he feels that 
he is getting service of the finest 
kind. We all know that is what he 
is paying for. We all agree that is 
what he deserves. 
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Usually, he comes back from his vacation with sunburn, poison ivy, insect 
bites and a sprained back. This year he came back with a blood brother!” 
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@ Not only has farming big 


with substantial mechanization but more and 
more commutors have become rural-minded and 


need to be told of this inland marine policy which 


protects their livestock and machinery 


NE OF THE intriguing stories 
O of the Arabian Nights tells 
of Aladdin, who by finding the 
magic lamp was able to produce 
a spirit in the form of a genie. 
This genie upon command from 
Aladdin would perform next to 
the impossible and produced riches 
beyond normal comprehension. 

If we would but reflect for a 
moment upon the changes that 
have developed in our business of 
agriculture in the United States in 
the last thirty years, I doubt if 
Aladdin’s genie could have pro- 
duced any others which would have 
been more outstanding. During this 
last thirty-year period we have 
had, in fact, a revolution in the 
methods and procedures of the 
business of farming. We have 
passed entirely from the horse- 
drawn era to a completely mecha- 
nized operation. 

As is true with most revolutions, 
there are long periods of adjust- 
ment or readjustment and I fully 





believe that we are still in such 
a period at the present moment. 
But be that as it may, this revolu- 
tion in agriculture has made it nec- 
essary for property insurance un- 
derwriters to devise new forms and 
new rates continually to meet with 
the rapidly changing conditions. 

Even twenty years ago there 
were not too many underwriters 
who felt that there was a great 
potential market in connection with 
insurance on farm machinery or 
farm livestock, but it is clearly ret- 
ognized today that the values in 
either of these items are substan- 
tial and represent a tremendous 
insurance market. 

During the forties it became 
apparent that farmers in this coun- 
try of ours needed and should 
have coverages beyond those or- 
dinarily provided under the farm, 
fire and extended coverage con- 
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tract. There was an ever-increasing 
abundance of farm tractors and 
other power machinery which were 
finding their way onto our public 
highway system. With the advent 
of machinery to till the soil, greater 
acreages could be cultivated and 
there was the additional hazard of 
transporting equipment. At this 
time the equipment was becoming 
more costly and, as is always the 
case, wherever costly and movable 
equipment is concerned there is 
present the hazard of theft. Also, 
at this same time livestock was 
becoming more abundant and more 
valuable. Cattle herds were being 
upgraded in both the milk produc- 
tion field as well as the feeding 
cattle field. There again, trans- 
portation coverage was very defi- 
nitely needed and there was also 
the ever-present theft hazard. 


DeFIniIrE NEED 


The only logical conclusion when 
these conditions are prevalent is 
that insurance coverage should be 
dévised to take care of such haz- 
ards. During the forties many va- 
ried machinery and livestock floater 
forms were being written at many 
different rates. In fact, some of the 
rates were so low that they could 
not possibly support the losses that 
would result from the broad cov- 
erage provided. In 1950 the Inland 
Marine Insurance Bureau intro- 
duced standard agricultural mobile 
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machinery forms providing all risk 
coverage for farm machinery and 
farm livestock forms which provid- 
ed named peril coverage on that 
class of personal property. Since 
that time we have had various 
changes in the forms as well as the 
rates. Undoubtedly there will be, 
in the future, other refinements in 
both the rules and rates. 

When one stops to realize the 
range of risks to which these two 
forms can be applied, it is utterly 
amazing. On the one hand they 
can apply to the suburban dweller 
who might have a small quantity 
of mobile agricultural equipment 
purely for the upkeep of his small 
acreage and a riding horse which 
he has for his own personal pleas- 
ure. At the other end of the range 
is the large commercial farmer who 
may have hundreds of thousands 
of dollars in value in either his 
agricultural machinery or his pure- 
bred livestock. The two forms which 
I shall describe in greater detail 
will not take care of every prob- 
lem that comes up in insuring farm 
machinery or farm livestock, but 
these forms do a tremendous job 
in the majority of instances where 
broad coverage is desired and 
needed. 

Let’s first consider the mobile 
agricultural equipment form which 
is designed to cover mobile agri- 
cultural machinery and equipment 
for those individuals who have 
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either purchased it or have it in 
their custody or control and who 
intend to use that property for 
the purpose for which it was man- 
ufactured. As I mentioned earlier, 
this of course would include uses 
of the machinery such as tractors 
and their attachments for merely 
the upkeep of a small premises, as 
well as all the farming operations 
to which they might be subjected. 
There are certain exempted risks 
from the so-called standard forms 
which include self-propelled har- 
vester-thresher combines and self- 
propelled mechanical cotton pick- 
ers used for custom work. It is 
clearly evident that these types of 
machines are put to far greater 
transportation hazards, far greater 
use hazards, and far greater theft 
hazards than would be found in 
the normal use of other agricultural 
machinery. Also exempted are port- 
able sawmills and other machinery 
and equipment used in logging or 
forestry operations. Here again, the 
exposures are too great for the 
rates provided for writing such all- 
risk coverage. Another item ex- 
empted is lug boxes which are 
used in orchard operations, since 
they too are submitted to high 
degrees of exposure. 

The coverage on mobile agricul- 
tural equipment can be written 
either on a blanket basis or on a 
schedule basis. If the coverage is 
written on a blanket basis it should 
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be pointed out that harness, sad- 
dlery, liveries, blankets, and similar 
equipment is included. This type 
of equipment at one time was 
covered under the horse and wag- 
on floater; however, the horse and 
wagon floater was redesigned to 
insure exclusively delivery horses 
and equipment used therewith. 
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Therefore, tack equipment was in- 
cluded under the mobile agricul- 
tural equipment floater form. Under 
either the blanket or schedule form 
the amounts of insurance are sub- 
ject to an 80% co-insurance clause, 
which is definitely needed by rea- 
son of the nominal rates charged 
for this particularly broad coverage. 


CERTAIN EXCLUSIONS 


The peril insured under the ma- 
chinery and equipment portion is 
“against all risks of physical loss 
or damage from any external cause,” 
so truly the machinery coverage 
can be called all-risk coverage. 
There are by necessity, however, 
certain exclusions. It does not cov- 
er loss or damage caused by wear, 
tear, dampness of atmosphere, or 
extremes of temperature; nor does 
it cover against loss or damage 
caused by mechanical or electrical 
breakdown or failure, repairing, 
adjusting, servicing, or maintenance 
‘ operations unless fire or explosion 
ensues; nor does it cover against 
loss or damage caused by the in- 
fidelity of the insured’s employees. 
Tires and tubes are not covered 
unless the loss or damage is caused 
by fire, wind, or threft or is coin- 
cident with other loss or damage 
insured by the contract. And of 
course, there is the usual war risk 
exclusion. There are certain items 
such as automobiles, motor trucks, 
motorcycles, aircraft, watercraft, 
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feed, hay and grain or crops of 
any nature which cannot be in- 
sured under this form. 

The machinery form also con- 
tains a $50 deductible clause. This 
deductible clause is not applied if 
loss or damage is caused by fire, 
lightning, windstorm, cyclone, tor- 
nado, hail, explosion, riot, riot at- 
tending a strike, smoke, earthquake, 
collapse of bridges, collision or de- 
railment or overturn of the trans- 
porting vehicle, or theft of the en- 
tire machine, but since the con- 
tract is all risk coverage it does 
apply to all other unnamed or even 
unknown perils. 

The livestock floater coverage 
can also be written on either a 
blanket or schedule basis. The 
blanket feature of the livestock 
form, however, does break down 
into five sub classes of cattle, 
sheep, swine, horses and mules. It 
is necessary under this form to 
show a head limit of liability per 
animal and, here again, under ei- 
ther basis the amount of insurance 
is subject to an 80% co-insurance 
clause. Exempted risks under the 
livestock form consist of range ani- 
mals of feeder type and range 
sheep while on ranges. There is a 
special form provided for writing 
coverage on these two types of 
livestock. 

Also, it is worthwhile to note 
that horses used exclusively for 
racing, show or delivery purposes, 
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There are certain exempted risks from the standard forms such as self- 
propelled harvester-thresher combines and mechanical cotton pickers 
as well as portable sawmills and logging equipment 


including the breeding therefor, are 
exempted. I call your attention to 
the word “exclusively” because it 
is permissible to insure horses 
which an individual might own for 
his own personal pleasure and show 
occasionally. For the most part, 
horses used for racing and show 





would be insured under livestock 
mortality forms which would pro- 
vide a much broader coverage than 
can be provided under the stand- 
ard form. Of course, delivery horses 
would be insured under the horse 
and wagon floater form. Also ex- 
empted are livestock while being 
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transported to and from or while 
at stockyards. There are other non- 
standard forms which provide this 
coverage. Neither is this particu- 
lar standard form to be used for 
insureds conducting sales or auc- 
tions to cover livestock of others 
held for public sale. 


Livestock FLOATER 


The livestock floater form is not 
an all risk coverage, but rather is 
a named peril coverage and insures 
against death or destruction direct- 
ly resulting from or made neces- 
sary by fire and lightning, wind- 
storm, cyclone, tornado, hail, ex- 
plosion, riot, riot attending a strike, 
civil commotion, aircraft and ob- 
jects falling therefrom, and smoke. 
Also earthquake, flood, collapse of 
bridges or culverts, collision, de- 
railment, or overturn of the vehicle 
on which the insured property is 
being transported, collision with 
other vehicles except those owned 
and operated by the insured or 
any tenant of the insured, and the 
stranding and sinking and burning 
or collision of vessels. Also, theft is 
covered but excludes escape or 
mysterious disappearance, and of 
course the theft coverage is not 
subject to the death or destruction 
requirement. This form includes 
the usual exceptions, such as, loss 
by infidelity of employees and the 
war risk exclusions. It is well to 
note that in either the machinery 





or livestock form the insurance is 
excess coverage only and is in no 
event contributing insurance. 

In addition to the basic named 
perils on livestock, there can be 
added an endorsement known as 
the “optional peril endorsement.” 
This optional peril endorsement 
adds five other coverages which 
are: accidental shooting except by 
the insured or employees, drown- 
ing, artificial electricity, attack by 
dogs or wild animals, and collapse 
of buildings. 

Also, on both forms there can 
be added, without charge, an en- 
dorsement to provide coverage for 
additionally acquired property. The 
provisions limit this coverage to 
thirty days from the acquisition 
date and provide that the property 
then must be added to the contract 
with the proper premium paid. The 
amount of additionally acquired 
property is limited to 25% of the 
total insurance on the class of ma- 
chinery or livestock insured, and it 
is also limited to the scheduled 
items. 

The Inland Marine rules also 
provide for a reporting form cov- 
erage to be written on livestock 
which can very effectively be used 
where the insured is continually 
changing his herd and keeps up- 
to-date records of his inventory. 

The ratings for these two forms 
have recently undergone changes. 
Previously an annual rate of 65¢ 
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was charged for both machinery 
and livestock throughout the entire 
United States, with the exception 
of Texas. In Texas the rates on 
both classes were slightly higher. 
However, since this coverage has 
been written under Bureau rules 
and forms for a period of six years, 
the experience figures obtained 
credibility, and it was readily no- 
ticed that the rate of 64¢ nation- 
wide was not apropos. Therefore, 
the country was broken down into 
five different territories and the 
livestock rates now range from 64¢ 
to 80¢ and the machinery rate from 
64¢ to $1.00. Space does not permit 
the listing of these various rated 
territories. This information can be 
readily obtained from your Inland 
Marine manual. I think it is worth- 
while to point out, however, that 
it is quite evident from the ex- 
perience figures that these two 
classes of personal property do not 
follow a standard pattern through- 
out our entire country. 

In the underwriting of either 
machinery or livestock there are 
myriad conditions that must be 
taken into consideration. For in- 
stance, another change in the rate 
has been that the optional peril 
coverage on sheep has been in- 
creased from 26¢ to $1.00 per 
hundred dollars of evaluation. I 
think that this change was expect- 
ed by anyone familiar with the 
sheep raising industry. Sheep are 
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normally subjected to attack by 
dogs or wild animals and the loss 
can be very heavy. 

Also, in certain regions of the 
country, the peril of flood to live- 
stock can be extremely disastrous. 
In other sections of the country 
moderate temperatures do not ne- 
cessitate inside storage of agricul- 
tural machinery and while this may 
relieve concentrated high values 
for fire losses, it makes it sus- 
ceptible to flood losses, windstorm 
losses, and certainly theft claims. 

The question of potential market 
is always of prime importance to 
the producer. Many agents writing 
only personal business in semi- 
metropolitan areas say, “I don’t 
write farm insurance so I have no 
need for this policy.” A statement 
such as this is untrue. Possibly 
it is prompted by names of these 
forms, leading many to think they 
apply strictly to farm insurance. 
Let us consider for a moment 
that every day more city dwellers 
are converted to the rural living 
concept where they can again 
commune with nature. Scarcely be- 
fore they realize it, they have ac- 
quired some type of livestock, such 
as horses used for private riding, 
ponies for the children, sheep to 
keep additional acreages grazed 
clean, cattle to provide nominal 
meat or milk supplies, or even 
raising a litter of pigs just so their 
children may observe the growing 








process. Also, certain types of mo- 
bile machinery are acquired for 
upkeep of the premises. Not all 
these items are covered under 
dwelling policies, so immediately, 
there is a market for inland marine 
coverage. 

Farm writing agents must always 
be aware of the coverages afford- 
ed under the inland marine con- 
tract. There are numerous instan- 
ces where the assured is subjected 
to serious loss exposure beyond 
those insured under the fire and 
extended coverage form, such as 
the transportation hazard, collision 
hazard and flood hazard. 

Many farm writing agents object 
to the co-insurance principle, say- 
ing the farmer doesn’t understand 
it. This is merely a weak excuse. 
Today’s farmer is an _ intelligent 
individual, he is a business man 
because farming is big business. 
He understands the income tax 
provisions and the co-insurance 
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principle is far more simple. I 
know of many instances when it 
has been explained to farmers and 
clearly understood. They may not 
particularly like it but they under- 
stand it. 

The inland marine coverages 
provided by these standard forms 
very definitely fulfill a need for 
the insuring public. It would be 
ridiculous to say that these forms 
take care of every instance and 
that they should be sold every- 
where and anywhere without dis- 
crimination. My personal feeling is 
that they should be used to fill the 
need of the public in the same 
manner that we use all of our 
other insurance tools. There is a 
definite demand for the coverage 
as provided, and with the ever- 
increasing quantity and value in 
both machinery and livestock there 
is still a very definite potential 
untapped, unsold market for these 
coverages. 
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“Why did you encourage your wife to give 


up the piano and start 


playing the clarinet?” 


“She can’t sing while she’s playing the clari- 
net.” 





The Arizona Prospector 
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q ty insurance—American busi- 
ness suffers losses of $500 million annually—with 
about 90 percent of all commercial enterprises 


having none at all 


is a tremendous unsold market for 








Dishonesty — An Unsold Market 


T IS ESTIMATED that dishonesty 
I of defaulting employees costs 
American business approximately 
$500,000,000 annually, of which 
only about one-fifteenth or approxi- 
mately seven per cent is covered 
by dishonesty insurance. For ex- 
ample, in 1956 insurance compa- 
nies incurred dishonesty losses of 
approximately $33,000,000. 

Obviously there are thousands of 
employers and organizations 
throughout our land with inade- 
quate dishonesty insurance or none 
at all. It is, in fact, estimated that 
about ninety per cent of all com- 
mercial enterprises carry no dis- 
honesty insurance whatever, and 
many of the remaining ten per cent 
are not carrying adequate dishon- 
esty insurance to meet full require- 
ments. 

The foregoing indicates a tre- 
mendous unsold market for ade- 
quate dishonesty insurance and a 
challenge to producers to convince 
employers and organizations of the 








By J. FRED EIERMAN 





dire need for this coverage. 

There is a prevalent but wholly 
unjustifiable belief on the part of 
many employers that what has 
happened to others cannot happen 
to them, because of their complete 
confidence in the honesty of their 
employees. Yet claim files of sur- 
eties show that the largest dishon- 
esty losses invariably result from 
frauduent acts of so-called “trust- 
ed” employees of long-term em- 
ployment. Again, employers hesi- 
tate to bond employees on the 
ground that the latter will feel mis- 
trusted. Actually, experience shows 
that the morale of employees is of- 
ten improved when bonded. Many 
employees consider it a high privi- 
lege and are proud, when bonded. 

Dishonesty plays no favorites, 
and no business is immune to losses 
from it. If the owners, or those 
persons responsible to the directors 
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or stockholders of any business or 
enterprise, lose sight of their re- 
sponsibility for having adequate 
protection in the form of modern 
dishonesty insurance, they may ul- 
timately undermine the founda- 
tions of everything they and others 
have created, in the event of a 
sudden catastrophic loss caused by 
defaulting employees. In view of 
the modern trend to improve em- 
ployee-employer relations, it is un- 
reasonable for an employer to sub- 
ject any of his employees or himself 
to the possibility of such a disas- 
trous consequence. 

Adequate modern dishonesty in- 
surance, therefore, should be a 
“must” in every insurance portfolio, 
to round out full safeguards to all 
businesses. In addition, it tends to 
improve the credit standing of 
the employer, prevents waste and 


builds confidence. 


Two Types 


Dishonesty insurance is the least 
developed of the major insurance 
lines. The prospects are legion, in- 
cluding many fire and casualty 
insureds, contractors, etc. 

The types of dishonesty insur- 
ance coverages vary to meet all 
situations and are divided into two 
groups. 

The first group deals with indi- 
vidual fidelity and schedule bonds. 
These bonds vary from surety to 
or from circumstance to 


surety, 


circumstance, and are subject to 
change or alteration at the will 
of the surety. The variance between 
these bonds in different sureties 
is slight and lies chiefly in the 
nature of acts covered, the loss 
discovery period after cancellation, 
the automatic coverage feature as 
to new employees or positions, and 
the salvage distribution. 

The individual fidelity bond gen- 
erally provides coverage for loss 
resulting from dishonest or fraudu- 
lent acts committed by any single 
officer or employee whose name 
appears in the bond, for the speci- 
fied amount recited. Separate in- 
dividual bonds are available to the 
same employer, when more than 
one officer or employee is to be 
bonded, either for the same or dif- 
ferent amounts. 

The name schedule bond pro- 
vides coverage similar to the in- 
dividual bond on officers or em- 
ployees whose names are scheduled 
in the bond, for the respective 
amounts set opposite the names 
in the schedule which forms a part 
of the bond. Selectivity is permis- 
sible. Additions, deductions, in- 
creases and decreases may be made 
at any time. 

The position schedule bond is 
similar in coverage to the two 
bonds described and covers any 
officer or employee who may oc- 
cupy any of the respective posi- 
tions listed in a schedule forming 
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part of the bond, and for the 
amounts set opposite the respective 
positions scheduled. 

The second group is made up of 
the commercial blanket bond, the 
blanket position bond, Insuring 
Agreement I of the Comprehensive 
dishonesty, disappearance and de- 
struction policy both Form A and 
Form B—often referred to as the 
“3-D policy’—and the Blanket 
Crime Policy. The commercial 
blanket bond is identical in its cov- 
erage, terms conditions and rating 
to Insuring Agreement I-Form A of 
the 3-D policy. It is also identical 
to Insuring Agreement I of the 
Blanket Crime Policy except as to 
rating procedure by reason of the 
Blanket Crime Policy being a 
single limit coverage as to all of its 
five Insuring Agreements. The 
blanket position bond is identical in 
its coverage, terms, conditions and 
rating to Insuring Agreement I- 
Form B of the 3-D policy. 

Under the commercial blanket 
bond or Insuring Agreement I- 
Form A of the 3-D policy or In- 
suring Agreement I of the Blanket 
Crime Policy, blanket coverage is 
provided for loss resulting from 
fraudulent or dishonest acts com- 
mitted by any or all officers and 
employees of a commercial enter- 
prise in the aggregate, for the face 
amount stipulated in the bond or 
policy. Automatic restoration of lia- 
bility is provided for upon pay- 
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ment of loss. These coverages are 
often referred to as aggregate pen- 
alty blanket coverage. Protection 
is available under the Blanket 
Crime Policy in the minimum 
of $500 up to $2,500, in multiples 
of $500 up to $2,500, in multiples, 
of $2;500 over $2,500 up to $25,- 
000 and in multiples of $5,000 





J. Fred Eierman 


THE AUTHOR: 

Mr. Eierman is vice president in 
charge of the fidelity and bond de- 
portment of the New Amsterdam 
Casualty Company. He joined them 
in 1915, having begun his bonding 
career in 1911. He is also vice presi- 
dent of the U. S. Casualty Company 
and past president of C Ity and 
Surety Club of Baltimore 
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over $25,000. Under the commer- is a single limit policy and no one 


cial blanket bond and under In- 
suring Agreement I-Form A of the 
3-D Policy employee dishonesty 
coverage is available in the mini- 
mum amount of $10,000, in mul- 
tiples of $2,500 to $25,000 and 
in multiples of $5,000 over $25,000. 


BLANKET BOND 


Under the blanket position bond 
or Insuring Agreement I-Form B 
of the 3-D policy, blanket coverage 
is provided for loss resulting from 
fraudulent or dishonest acts com- 
mitted by each and every officer 
or employee of a commercial en- 
terprise for the face amount stipu- 
lated in the bond or policy. These 
coverages often referred to as the 
multiple penalty blanket bond and 
are available in the minimum 
amount of $2,500, in multiples of 
$2,500 up to $25,000, and in mul- 
tiples of $5,000 over $25,000 but 
not in excess of $100,000. 

The Blanket Crime Policy, in 
addition to the employee dishonesty 
feature also provides coverage for 
loss inside and outside the premises 
of the insured, loss resulting from 
money orders and counterfeit paper 
currency when accepted in good 
faith by an insured in exchange for 
merchandise, and forgery or alter- 
ation of checks issued by the in- 
sured. All features provided in the 
policy must be taken by an in- 
sured, since as before stated, this 





Insuring Agreement of the policy 
is optional. 

The 3-D policy whether Form 
A or Form B, in addition to pro- 
viding employee dishonesty cover- 
age as heretofore outlined is more 
flexible and permits an insured to 
purchase in one package, the re- 
spective amount of limits of liabili- 
ty it may require against loss inside 
the premises, outside the premises, 
money orders and counterfeit paper 
currency and depositors forgery. 
Any or all of the Insuring Agree- 
ments of the 3-D policy are op- 
tional, as are the amounts to be 
covered under each, subject to 
minimum and multiple require- 
ments as to Insuring Agreement I. 
In our opinion, the 3-D policy is 
the best package policy to offer 
commercial enterprises. Its design 
and optional features in varying 
amounts, appeal to both the small 
and large employer alike and its 
advantages should be more widely 
circulated and stressed. 

For organizations with large per- 
sonnel, a combination of both the 
blanket position and commercial 
blanket bond features may be con- 
sidered: in other words, a blanket 
position bond or Insuring Agree- 
ment I-Form B of a 3-D policy in 
an adequate amount to meet the 
prospects’ requirement from a pos- 
sible multiple loss angle, as the 
primary coverage, together with a 
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Many employees consider it a high privilege and are proud, when bonded 


commercial blanket bond or In- 
suring Agreement I Form A of a 
3-D policy in a sufficient amount 
to meet the full requirements of 
the prospect for catastrophic dis- 
honesty losses, as the excess cover- 
age. Often this combination proves 
most economical to the insured. 

Neither Blanket Bonds nor 3-D 
policies require listing of names 


or positions of officers or employees 
as is required under individual 
fidelity or fidelity schedule bonds, 
unless specific excess indemnity on 
any one or more officers or employ- 
ees is required over the basic 
amount provided in the blanket 
bond or 3-D policy. In this event 
the specific excess idemnity items 
and the respective amounts of the 
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excess coverages are listed. The 
Specific Excess Indemnity may be 
amended from time to time as de- 
mands may require and for which 
premium adjustments are made. 
Normal increase or decrease of 
employees of an insured under a 
basic blanket bond or 3-D policy 
require no premium adjustment 
during the premium term, unless a 
merger or consolidation of the in- 
sured’s business takes place. 


Loss CLAUSE 


The Blanket Crime Policy, all 
blanket bonds and 3-D policies con- 
tain an unidentifiable loss clause, 
which extends coverage to an in- 
sured up to the base amount of 
the bond or policy against loss re- 
sulting from the fraud or dishon- 
esty of one or more employees, 
should the insured be unable to 
designate the specific defaulter or 
defaulters causing such loss, pro- 
vided that the evidence of the in- 
sured to the surety reasonably 
proves that the loss was in fact due 
to fraud or dishonesty of one or 
more employees. 

The definition of employees cov- 
ered in all the foregoing named 
blanket bonds and policies is uni- 
form and includes officers and em- 
ployees compensated by salary, 
wages or commissions; brokers, 
factors, commission merchants, 
consignees or other agents are not 
considered employees, but in some 
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instances, certain types of agents 
may be included by an appropriate 
rider to the bond or policy for an 
additional premium, not applicable 
however to the Blanket Crime 
Policy. 

All modern dishonesty insurance 
coverages are written for indefinite 
terms, subject to cancellation by 
either the insured or the surety. 
Indemnity is provided against loss 
under prior bonds or policies super- 
seded, subject to the conditions of 
the superseding bond. Cumulative 
liability is avoided when a surety 
succeeds itself. Discovery periods 
for losses after cancellation date 
vary from one to three years. Two 
or more eligible insureds may be 
enjoined in one bond. Modern cov- 
erages reimburse insureds for ex- 
cess loss from any salvage before 
the surety participates in the sal- 
vage. 

Officers of a corporate insured 
who own the majority of its capital 
stock may be excluded from the 
blanket bond coverage and pre- 
mium computation by appropriate 
rider. Relatives of such officers 
may also be excluded, and rela- 
tives of the partners of a co-part- 
nership, should the insured be a 
co-partnership. To provide flexi- 
bility in specific cases, it is permis- 


sible to exclude by appropriate 
rider to the bond or policy and 
from the premium computation 


certain classes of employees, pro- 











nts 
ate 


ble 


me 


nce 
1ite 

by 
ety. 
loss 
yer- 
; of 
tive 
rety 
iods 
late 
[wo 


fore 
sal- 


ured 
pital 
the 
pre- 
riate 
icers 
rela- 
part- 
pe a 
Hexi- 
rmis- 
riate 
and 


ation 








vided all of same class are ex- 
cluded as an entirety. To mention 
a few, canvassers, collectors, out- 
side salesmen, drivers, may be ex- 
cluded from the coverage and from 
the premium computation. 

In addition to the bond forms 
and policies hereinbefore recited 
dealing primarily in the field of 
commercial enterprises, the insur- 
ance industry provides additional 
specific coverages more suitable for 
requirements of certain classes of 
insureds such as railroads, insur- 
ance companies and financial in- 
stitutions of every nature, many of 
whom, no doubt, need increased 
amounts of protection. 

The need for dishonesty insur- 
ance has never been greater. The 
premium is most reasonable and a 
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tax deductible item. Every busi- 
ness and organization, whether 
operating with a small or large 
personnel is a prospect. Energetic 
solicitation offers good dividends 
to producers who seek to broaden 
their incomes. 

Nearly all sureties have adver- 
tising material and booklets, rate 
charts and gadgets on this subject 
available for their producers to 
make dishonesty insurance easier 
selling. If producers, particularly 
those of multiple line writers have 
not availed themselves to use such 
materials, they should do so forth- 
with and develop their share of 
what this lucrative market has to 
offer. A little time each day devoted 
to dishonesty insurance production 
can develop surprising results. 


te 


Children are a great comfort in one’s old age 
. they help you get there faster, too. 


A man is pretty well informed when his 
views are much like your own. 


Old folks are quieter because they have more 


to be quiet about. 


—The Indiana Agent 
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Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, New York 38. 





*1-40. “Your Guide To The Safe Use 
Of Alkalies And Acids”—Covers stor- 
age, handling, personal protective 
equipment, first-aid and fire preven- 
tion. Includes reference tables sum- 
marizing the main hazards associated 
with the storage and use of eleven 
of the most commonly used. 24 pp., 
3%” x 5%”. $2.25 per 100 copies. 
ee 


I-49. “Your Guide To Safety As A 
Retail LP-Gas Delivery And Service- 
man”—Covers the transportation of 
LP-Gas, fire control, handling of cyl- 
inders, storage-container filling, out- 
of-gas” calls, regulator freeze-ups and 
house trailer systems. Also outlines 
precautions to be taken in installing 
LP-Gas systems for domestic and 


small commercial consumers, and dis- 
cwsses permanent storage containers, 
bottled gas and piping. 28 pp., 3%” x 
5%”. $2.50 per 100 copies. 


°1-46. “Your Guide To The Safe Use 
Of Industrial Power Trucks”—General 
safe practice rules for operators, with 
special sections on loading and bridge 
plates, and descriptive notes helpful 
in selecting the right vehicle for the 
job at hand. 20 pp., 3%” x 5%”. $2.00 
per 100 copies. 

es 
1-9. “Your Guide To Safety As A Food 
Store Employee”—Safety rules appli- 
cable to any type of food store. Out- 
lines general safe practices and in 
addition furnishes specific suggestions 
for workers in the grocery, meat, and 
produce departments, as well as giv- 
ing suggestions for the safety of the 
public. 24 pp., 3%” x 5%”. $3.25 per 
100 copies. 

. hie 
*1-60. “Your Guide To Safety From 
Radiation Hazards”—Outlines some of 
the principles of safety for persons 
involved in radiological work. Covers 
basic rules for radiation safety, several 
kinds and sources of radiation, meas- 
urement of radiation—including sec- 
tions on permissible limits and meas- 
urement devices. 24 pp., 34” x 5%”. 
$3.85 per 100 copies. 

¢ 2 ¢ 
*I-61. “Your Guide To Safety In Road 
Construction Work”—One of a series 
of booklets covering some of the more 
important hazards encountered in 
road construction operations. Includes 
sections on general safe practice rules, 
electrical, motorized equipment and 
machinery, material handling, per- 
sonal protective equipment, hand 
tools, first aid, fire hazards, winter 
hazards, and explosives and blasting. 
28 pp., 3%” x 5%”. $3.90 per 100 copies. 





*Available in quantity to member 
companies. 
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Usable Ideas for Today 


Jury VERDICTS 

Some 20 or 25 years ago the writer 
served on a jury which tried a number 
of automobile accident cases. The ver- 
dicts seemed to be liberal to him. 
However, in recent years he has come 
in contact with some automobile dam- 
age claims, and the difference is tre- 
mendous, An injury that would hardly 
have justified any payment then, now 
results in a settlement of several hun- 
dred dollars. It is easy to see that a 
$5,000 limit is practically nothing. 

The agent who sells Automobile 
Liability insurance today in amounts 
of 5/10 is doing both his company 
and his client an injustice. Certainly 
10/20 should be a minimum. And there 
are very few cases where 20/40 is 
more than enough. The high cost of 
living is nothing compared with the 
high cost of damage suits. 

—The Local Agent 


7 7 5 A 


Contact RECORD 

How many times has your client 
heard from you in the last eighteen 
months? Can you tell without doing 
a lot of checking inside his file? Why 
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not rule some squares on the front 
of the file? If you speak to him by 
telephone write in the first square 
“Phoned, November 10, 1956.” Next 
entries might be, “Personal Call, Jan- 
uary 2, 1957,” “Wrote, February 4, 
1957.” And so on. At a glance you 
can tell how frequently you have been 
in touch with him. Of course you 
could elaborate on this system in 
many ways but don’t make it so 
complicated it breaks down from be- 
ing too cumbersome. 

—General’s Review 


> = 


At CONDITIONING 

With the summer upon us, expensive 
air conditioning equipment is being 
put in operation. Owners will welcome 
a policy that protects against specified 
breakdowns. These air conditioning 
systems contain considerable delicate 
machinery such as the system itself, 
the compressor and the motor. The 
burning out or breakdown of any one 
of. these parts usually involves con- 
siderable expense for repair. Air con- 
ditioning equipment can be insured 
under a Boiler and Machinery Policy. 
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There is a tremendous field for this 
type of coverage which hasn’t been 
solicited. 

—The Marylander 








Fancy Bicycles 

In balmy weather the kids 
don’t like to walk. They ride 
their bikes. Now, of course, some 
bikes are jalopies, but now and 
then there is one that has all the 
fixin’s and represents a very sub- 
stantial investment. Headlights, 
taillights, cushion tires, horns, 
fenders, chrome plating, and 
spring suspensions. They are 
even sold on instalments today. 
Yep, there is an insurance need 
and the premium is $1.10 per 
hundred per year with a mini- 
mum premium of $5. This is an 
All-Risks Bicycle Floater. Short 
term policies are available, too, 
but the $5 minimum premium 
still applies. 
—tThe Local Agent 


Crime Ratio 


It used to be thought that crime 
increased when prosperity decreased, 
that when opportunities for earning a 
living honestly were hard to find, men 
would resort to crime. But now we 
have found that during the last five 
years major crimes have increased four 
times as fast as the population! That 
certainly means that agents should sell 
Personal Property Floaters, or Home- 
owners Policies, Burglary insurance to 
commercial and industrial risks, and 
Fidelity Bonds. Make sure that none 
of those who look to you for insurance 
are uninsured when bad luck in the 
form of a thief or robber takes their 
property. 

—The Local Agent 


PLANT ACORNS 


When is a small client a large 
client? You probably have a number 
of middle-class personal clients. Do 
you subconsciously tick off a personal 
client when you have sold him com- 
plete coverage feeling that ends the 
matter? The truth is no client is a 
“small client.” Perhaps he is partner 
in a firm—have you explored his po- 
tentiality as a lead to bigger game? 
Big firms are made up of people 
like your small personal clients. More 
attention paid to personal clients 
might well develop more business in 
two ways—as a lead into corporate 
accounts and to your client’s friends. 


—General’s Review 
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LAT CANCELLATIONS: From 13 to 28 out of every 100 renewal policies 
Fa up as flat cancellations while approximately 10% of new policies 
become flat cancellations, according to a recent estimate. Translating this 
into dollars, it has been estimated that fire policy cancellations on a coun- 
trywide basis cost $50,000,000 annually. 

To reduce this non-productive expense, suggestions have included: 

¢ On renewals the agent should contact the assured personally, get a 
firm order for the renewal, or better yet get full or partial payment. 

¢ On new business have a firm order for the business, and by personal 
call obtain 10% of the premium or arrange for budget payment. 


Churches: Churches and charitable organizations should re- 
examine their liability insurance coverage in light of a recent 
court ruling. Over the years 26 states have upheld the immunity 
theory for churches and charitable organizations—five of these 
states as recently as 1954. On April 28, 1958, the New Jersey 
State Supreme Court reversed the immunity ruling for church 
and charitable organizations. The future effect of this decision 
on other states bears watching. 2 


HEFT: Theft insurance last year covered only 10 to 15% of an esti- 
j— retailers inventory shortage of half a billion dollars. 

The 142 member firms of the Surety Association of America paid out 
$35 million of employee theft insurance loss claims in 1957, up from 
$27.3 million in 1955, and it is anticipated that in 1958 the claims will 
continue to rise. Claims paid by insurers have increased 250% since 1946 
while insurance in effect was increasing only 70%. 

The average company thief is 35 years old, married, with one or two 
children, lives in a respectable neighborhood, owns his own home, and 
drives a low or medium-priced car. He has been employed by the same 
firm for three years and has been stealing for eight months. 
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. .. AUTOMOBILE 


Self Service. A car thief led Chicago 
police on a wild chase that ended when 
he smashed into two police cars in front 
of the city’s central police building. . . 
Bi-Laws. A Cleveland man, whose 
driver’s license was suspended in Jan- 
uary, was back in court—for jaywalking 
. .. Trail Spinner. A man, held in Lan- 
caster, N. Y., on a vagrancy charge 
after driving 8,000 miles in a car taken 
from a Texas dealer, protested: “The 
salesman told me to take her out for 
a trial spin, but he didn’t say how far 
to go” . . . Patriarks. In London, a man 
won $7,000 damage for being run 
down by an 1896 3-wheeled French 
car, driven by a 75-year-old motorist. 


... BURGLARY AND THEFT 


Expertese? A Miami man, who ran a 
firm that protected businessmen from 


passers of phony checks, was wanted 
for passing phony checks . . . Mater- 
familiar. A little old lady bustled up to 
a Los Angeles man, threw her arms 
around him and cried: “You're the im- 
age of my long-lost son!”, apologized 
for losing control, hurried away with 
his billfold . . . Can Deed. In a Blue- 
field, Va., supermarket, thieves cracked 
the safe, filled the store’s heart fund 
container with dimes, and left with the 
remaining $400. 


Ash Trained. A psychiatrist advised a 
Middleton, England, father—concerned 
because he had found his 12-year-old 
son smoking in bed—to put an ash tray 
on the boy’s bedside table . . . Smoke 
Spec. A Sydney, Australia, man set his 
house afire, fed the flames with drums 
of gasoline, explained: “My wife left 
me and I thought she’d return if I did 
something spectacular.” 


. .. UNCLASSIFIED 


Earthlinks. In Oswego, N. Y., a second- 
grade class began building a 9-foot 
interplanetary vehicle, ran into diffi- 
culties when the boys complained that 
“the girls want to put up curtains in 
our spaceship.” 
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American Employers’ Insurance Company 
American Fire and Casualty Company 
The American Global Insurance Company, Incorporated 
American Guarantee and Liability Insurance Company 
American Home Assurance Company 
American Insurance Company American National Fire Insurance Company 


American Re-Insurance Company American Surety Company of New York 
Associated Indemaity Corporation Atlas Assurance Company, Limited 
Bankers and Shippers Insurance Company of New York 
Boston Insurance Company Buffalo Insurance Company 


Camden Fire Insurance Association 
Central Surety and Insurance Corporation 
The Century Insurance Company, Limited 
Century Indemnity Company Columbia Casualty Company 
Commercial Insurance Company of Newark 
Commonwealth Insurance Company of New York 


Connecticut Fire Insurance Company Connecticut Indemnity Company 
Detroit Fire and Marine Insurance Company 
Eagle Fire Company of New York Empire State Insurance Company 


Employers’ Fire Insurance Company 
Employers Insurance Company of Alabama, Incorporated 
Employers’ Liability Assurance Corporation, Limited 
Equitable Fire and Marine Insurance Company 
Federal Insurance Company 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland 
Fireman’s Fund Indemnity Company 
Firemen’s Insurance Company of Newark, New Jersey 
Fulton Insurance Company 
General Accident, Fire & Life Assurance Corporation, Limited 


General Reinsurance Corporation Glens Falls Insurance Company 
Globe Indemnity Company Great American Indemnity Company 
Great American Insurance Company The Hanover Insurance Compaay 


Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Company 
Home Indemnity Company Home Insurance Company 
Home Insurance Company of Hawaii, Limited 
Hudson Insurance Company of New York 
Indemnity Insurance Company of North America 


Jersey Insurance Company of New York The London Assurance 


London Guarantee and Accident Company, Limited 

London and Lancashire Insurance Company, Limited 

The Manhattan Fire and Marine Insurance Company 
Maryland Casualty Company 


(Continued on Next Page) 
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ASSOCIATION OF CASUALTY AND SURETY COMPANIES 
(Continued from Preceding Page) 


Massachusetts Bonding and Insurance Company 
Massachusetts Fire and Marine Insurance Company 
Mercantile Insurance Company of America 
Merchants Fire Assurance Corporation of New York 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
Milwaukee Insurance Company of Milwaukee, Wisconsin 
Monarch Insurance Company of Ohio Munich Reinsurance Company 
National Automobile and Casualty Insurance Company 
National-Ben Franklin Insurance Company of Pittsburgh, Pennsylvania 
National Surety Corporation National Union Fire Insurance Company 


ational Union Indemnity Company 
Newark Insurance Company 


New Amsterdam Casualty Company 
New England Insurance Company 


North American Reinsurance Corporation 
North British and Mercantile Insurance Company Limited 
North River Insurance Company 
Norwich Union Fire Insurance Society, Limited 
Ocean Accident and Guarantee Corporation, Limited 

Ocean Marine Insurance Company Limited 
Ohio Farmers Indemnity Company Old Colony Insurance Company 
The Pacific Coast Fire Insurance Company Pacific Insurance Company, Limited 


Pacific Insurance Company of New York 
Peerless Insurance Company 


Pearl Assurance Company, Limited 


Pennsylvania Fire Insurance Company 
Phoenix Assurance Company of New York 


Phoenix Insurance Company Providence Washington Insurance Company 
Provident Insurance Company of New York 
Prudential Insurance Company of Great Britain 
Quaker City Insurance Company 
Queen Insurance Company of America 
Reliance Insurance Company Rochester American Insurance Company 
Royal Exchange Assurance 
Royal Indemnity Company Safeguard Insurance Company 
St. Paul Fire & Marine Insurance Company 
St. Paul-Mercury Insurance Company Seaboard Surety Company 


Security Insurance Company of New Haven 
Skandia Insurance Company 


Service Casualty Company of New York 
Southeastern Fire Insurance Company 


South Carolina Insurance Company 
Southeastern Fire Insurance Company 


Springfield Fire and Marine Insurance Company 
Standard Accident Insurance Company 
Standard Insurance Company of New York 


State Capital Insurance Company 
Travelers Indemnity Company 


Sun Insurance Company of New York 
Tri-State Insurance Company 


Travelers Insurance Company 
Union Marine and General Insurance Company, Limited 


United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Fire Insurance Company 
Westchester Fire Insurance Company 
World Fire and Marine Insurance Company 
Yorkshire Insurance Company of New York 
Zurich Insurance Company 
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Companies, under the direction of its Public Relations Committee. Its purpose 
is to promote the sale, and further the appreciation of stock company cover- 
ages; and to publicize the activities of the Association that are carried on in the 
interests of the public, member companies and their representatives. Nineteenth 
year of publication. 


COPYRIGHT. The entire contents of the Journa are copyrighted, 1958, by 
the Association of Casualty and Surety Companies, N. Y. C. Title registered in 
the U. S. Patent Office. Material appearing in our columns may be reproduced 
with our permission, subject also to the permission of the authors, provided the 
usual credit is given to THe CasuaLTy AND SuRETY JouRNAL. Photographs and 
artwork are copyrighted by syndicates and may not be reproduced without 
specific permission from them. 


SUBSCRIPTION. Representatives of member companies receive the JouRNAL 
by courtesy of one or more of our member companies, through whose coopera- 
tion its publication is made possible. Additional subscriptions may be obtained 
by persons interested at a cost of $1.50 a year. Orders for N. Y. C., add 3% for 
sales tax; for Penna., 8%; for Calif., outside of San Francisco, 8%. For San Fran- 
cisco, all purchasers except insurance companies add 1%. Subscribers to THE 
CasvALTY AND SuRETY JOURNAL may obtain microfilm editions of the annual 
volume (six issues) at a cost of $2.00 by writing directly to University Micro- 
films, $13 N. First Street, Ann Arbor, Michigan. 


CHANGE OF ADDRESS. Six weeks are required for change of address to take 
effect. Please be sure to give old as well as new address. To comply with Post 
Office requirements, all addresses must include postal zone numbers. 


OPINIONS. Authors have been invited to express their own personal opinions 
which are not necessarily always those of the Association. 





OFFICES. Editorial and circulation, 60 John Street, New York 38, N. Y. Pub- 


lication office, New York, N. Y. (Advertising is not accepted.) 


Hanorp K. Pues, Editor CHANDLER C. Jonpan, Associate Editor 
Vivian Moore, Circulation Secretary 
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